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Epiror’s Note: Dr. Edwards’ paper is adapted from 
his remarks before the round table discussion of the 
American Economic Association on the general topic 
“Price Control Under ‘Fair Trade’ Legislation,” in 
December 1939. 

Aws which forbid the sale of goods at 
iy retail for less than cost (frequently 
called unfair practice acts) and laws 
which permit manufacturers and dis- 
tributors to establish resale prices by 
contract (generally called fair trade laws) 
have been outstanding in recent state 
legislation designed to maintain prices. 
Though both types of statute seek to 
establish some form of minimum price 
for distributors, they differ greatly in 
origin, administrative machinery, and 
significance. Minimum price laws were 
developed primarily by organized retail 


grocers; resale price maintenance laws 
by organized retail druggists. Minimum 
price laws are enforced by the state; 
resale price contracts by private suits 
for injunction or for damages. Minimum 
price laws establish uniform markups, 
whereas the markup under resale price 
contracts depends upon the discretion 
of the contracting parties and may differ 
greatly from one commodity to another. 
Minimum price laws, being avowedly 
based upon cost, are limited in their ca- 
pacity to raise prices, whereas the con- 
tracts permitted by resale price laws 
may be used to set prices as high as the 
contracting parties choose. Such differ- 
ences make it necessary to discuss the 
two types of laws separately. 
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Minimum Price Laws. These laws 
must be distinguished from statutes 
which forbid sale below cost where the 
intent or effect is to destroy competitors 
or establish a monopoly. Anti-monopoly 
laws have a very limited application to 
such tactics as local price cutting by 
large concerns, and cannot be used 
broadly to establish minimum prices. 
The broad minimum price laws must 
also be distinguished from special stat- 
utes setting cost floors to prices in the 
sale of particular types of commodities 
which are treated as exceptions to a 
general competitive policy. 

Omitting those unrelated types of law, 
true minimum price laws exist in at least 
fifteen states. The general pattern of 
such a statute is to prohibit sales below 
cost at retail and at wholesale, to define 
the way in which cost is to be deter- 
mined, to provide exemption for certain 
types of distress selling, and to establish 
penalties. 

The definition of cost usually is based 
upon invoice cost or replacement cost, 
whichever is lower. Some laws require 
that the distributor’s average cost of 
doing business be added to this figure. 
Other laws establish a minimum per- 
centage markup which is to be regarded 
as the cost of doing business in the ab- 
sence of proof of a lower cost. Some per- 
mit an average cost, as shown by cost 
surveys, to be used as a substitute for 
the costs of the individual distributor. 
Most of the laws permit sale below cost 
to close out a line, to dispose of damaged 
stock, or to terminate a business; but 
there is no such privilege for the purpose 
of reducing an overstock nor of raising 
badly needed cash. Means of enforce- 
ment may include injunction, fine, and 
even deprivation of the right to do busi- 
ness in the state. 

Theoretically the effect of minimum 
price laws must differ according to the 


level at which the price is set. If the 
established minimum is below the cost 
of even the most efficient concern, the 
effect of the statute should be no more 
than to limit panic price reductions and 
to modify the policies of concerns which 
wish to use loss leaders. If the minimum 
is established, not at an arbitrary figure 
but at the individual’s cost of doing 
business, the same limiting effects should 
be felt, but in greater degree. Concerns 
whose costs are higher than the mini- 
mum must be permitted to reduce prices 
to meet the prices of their more efficient 
competitor, lest the effect of the law be 
to require that they go out of business; 
and with such permission to cut prices 
to meet competition, the efficient con- 
cern still remains the price setter for the 
market. But any effort to base prices 
upon an average cost for the industry, 
or upon the cost of an average or even a 
high-cost concern, amounts to a require- 
ment that the most efficient concerns 
must sell at a higher profit than they 
may desire’ Such a provision limits the 
competitive influence of efficiency, ham- 
pers the growth of the ablest competi- 
tors, and serves over a period of time 
to keep prices and costs unduly high. 
These theoretical distinctions are 
blurred, however, by the difficulty of 
treating costs as objective facts. In any 
system of prices based upon individual 
costs, there is a battle over appropriate 
cost formulas and cost accounting 
methods between business men who 
want to keep prices high and business 
men who favor low prices. Even after 
the formula is determined, there is 


marked difficulty in discovering whose 
cost is lowest and hence what is the 
legal minimum price. Since the high-cost 
producers are free to cut prices below 
cost in order to meet the prices of low- 
cost producers, an effort to prove that 
the law has been violated usually results 
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in a wrangle as to which of a number of 
price-cutting concerns made the initial 
price reduction. Since no concern is in a 
position to know another’s costs, a high- 
cost producer faced by a low price from 
a competitor does not know whether to 
complain against a violator of the law 
or to meet the competitive price. Finally, 
when the initial price-cutter has been 
located, a detailed study of his particular 
costs is necessary in order to determine 
whether there has been a violation; and 
when a new price cut occurs, costs must 
be reinvestigated to determine whether 
they have changed. 

These practical difficulties convince 
most advocates of minimum prices based 
upon cost that a definite minimum price 
or markup is necessary. If the markup 
purports to reflect average cost, the same 
conflict of cost accounting theories is 
likely to occur; but in such systems, un- 
like those based on individual cost, 
when the battle is once decided it does 
not have to be fought again until a 
change in the cost figure is proposed. 

In the retail field, invoice cost is rela- 
tively easy to determine; and it is pos- 
sible to solve the problems as to which 
merchandise was bought under which 
invoice and whether present replace- 
ment costs justify a price reduction. The 
other costs of distribution, however, in- 
volve the most difficult questions of cost 
allocation known to accounting; so that 
thorns multiply in the path of the price- 
fixers as the minimum price level is 
raised above the invoice cost. 

The enforcement problem under mini- 
mum price laws was exhaustively ex- 
plored during N.R.A.‘and is now appear- 
ing in the same form under the state 

1 N.R.A. Division of Review Work Materials No. 57: 
Restriction of Retail Price Cutting with Emphasis on the 
Drug Industry, by Mark Merrell, Chapter VI. 

N.R.A. Division of Review Work Materials No. 56: 


Minimum Price Regulation Under Codes of Fair Com- 
petition, by Saul Nelson, pp. 109-126. 


laws. Since any extra service to a custo- 
mer may be the equivalent of a price 
concession, a minimum price may be 
evaded unless there is detailed surveil- 
lance over business policies in which 
such evasions may be hidden. During 
N.R.A., to maintain minimum retail 
prices it was necessary to limit the num- 
ber of packs of matches to be given away 
with cigarettes; to determine whether 
low-priced palmistry readings to the cus- 
tomers of a retail store could be inter- 
preted as concealed price reductions; 
and even to decide whether an automo- 
bile retailer was making a price conces- 
sion when he bought four suits of clothes 
from a tailor in the same week in which 
he sold a car to him. The state minimum 
price statutes typically do not go into 
detail, but prohibit indirect price con- 
cessions and require that in combination 
sales the full minimum price of each arti- 
cle in the combination be charged. If 
N.R.A. experience is any guide, the de- 
velopment of cases under these statutes 
will gradually bring before the courts 
most of the promotional devices now 
used by distributors. Either the way will 
be left open for evasion or the law will 
regulate not only minimum prices but 
combination sales, trade-in-allowances, 
advertising allowances, premiums, con- 
tests, trade coupons, cash discounts, 
policies toward returned goods, and a 
host of other sales policies. Warnings 
against the use of such means to reduce 
prices have appeared frequently in the 
trade press. Every extension of accessory 
regulations will make more acute the 
problem of the merchandiser who would 
like to make sales decisions without the 
advice of a lawyer. 

However, since minimum price stat- 
utes express the aspirations of organized 
trades, their effect is likely to depend 
chiefly upon the power of harassment 
they convey rather than upon their tech- 
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nical details. Where the statute itself 
establishes the minimum markup, the 
harassing power of trade groups depends 
primarily upon their tendency to watch 
for violations among their enemies but 
not among their friends. A greater power 
of private control appears in the cases 
in which the results of cost surveys con- 
ducted by private groups become ac- 
ceptable standards of cost under the 
law. The statutes typically provide no 
standards of fairness or competence 
either for the surveys or for the agencies 
making them, and do not specify the 
idea of cost which surveys are to use. 
Thus the actual effect of the statutes in 
certain states is to give a legal color to 
the price policies of private trade groups. 

Let us consider as an example the use 
of the California law by the Food and 
Grocery Bureau of Southern California. 
In the spring of 1937 this agency broad- 
cast a questionnaire asking each grocer 
to report his percentage cost of doing 
business. There had been in California 
for two years or more an agitation to 
continue the practice, which was re- 
quired under the N.R.A. Retail Code, of 
adding 6% to the invoice cost of mer- 
chandise. The cost shown by the 
Bureau’s questionnaire amounted to 
exactly 6%. In 1938 trade opinion had 
developed that 6% markup was not 
enough. Accordingly the Bureau made a 
second cost survey by asking selected 
retailers to fill in a blank reading as fol- 
lows: “‘Based on my total grocery sales 
for the year 1937 I find that my mini- 
mum cost of doing business has increased 
approximately —°% over my previous 
cost of doing business during 1936 and 
that at the present time my minimum 
operating cost is —% of my net sales.”’ 
It has been alleged that only 100 returns 
were received from this questionnaire 
and that thereupon, at a luncheon meet- 
ing of about seventy-five grocers, it was 


decided by vote of those present that 
the cost survey showed a minimum cost 
of 8%. Whether or not this is true, the 
Bureau thereafter instituted suits against 
concerns which ignored the new 8% 
markup. 

The influence of this Bureau was used 
not only to prosecute violators of the 
law and to make cost surveys but to an- 
nounce private regulations with no ap- 
parent legal basis. The Bureau applied 
its minimum markup to such manu- 
facturers’ prices as became available to 
it and then announced to the trade a so- 
called legal price, without regard to the 
question whether certain retailers might 
be able to buy cheaper. On March 16, 
1937, for example, it issued a post card 
containing prices for fourteen products, 
with the statement, “We give you, based 
on our best knowledge of lowest cost, the 
correct minimum legal prices.” Re- 
peatedly it issued minima applicable to 
entire classes of commodities produced 
by different manufacturers and presum- 
ably not sold by all of them at the same 
price. On August 21, 1936, for example, 
it announced that “the minimum price 
permitted on either unadvertised or ad- 
vertised brands [of canned milk] is 6¢ 
per can, based on best information ob- 
tainable by this office.” On May 7, 1938, 
it circularized retail grocers: ‘““We urge 
you to help this office maintain the 8% 
markup by conforming all your prices 
to not less than those believed to be 
minimum legal prices released from this 
office.” 

Since the fluctuating prices of such 
commodities as butter and eggs pro- 
vided peculiar difficulties in translating 
a system of invoice cost into a uniform 
retail price, the Bureau arbitrarily estab- 
lished a price formula for these products, 
which it described as follows: “To stabi- 
lize the retail price of butter and eggs in 
relation to market quotations, the Food 
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and Grocery Bureau will put into effect 
the butter and egg schedule formerly 
used, wherein we based our retail prices 
on butter and eggs on the market quota- 
tions on Monday night for the following 
Thursday, Friday, and Saturday ad- 
vertising period and on Thursday night’s 
market for the following Monday, Tues- 
day and Wednesday advertising period. 
... You are requested to stay with this 
butter and egg schedule regardless of 
market changes between the nights on 
which we base these prices.” 

Similarly the Bureau adopted and 
broadcast its own policies as to whether 
or not price fluctuations in other com- 
modity markets should be allowed to af- 
fect retail prices. On March 2, 1937, it 
announced that “‘the retail sugar prices 
will not be reduced below the prices 
in effect today, notwithstanding the 
twenty-cent market decline today; be- 
cause we did not take the advance when 
it occurred we likewise cannot take the 
decline.” On June 10, 1937, it announced, 
“Wholesale decline of 10¢ per cwt. ef- 
fective today does not change retail 
price. Adhere to present schedule.”’ On 
January 3, 1939, it announced “Today’s 
market decline on sugar does not affect 
retail price. Hold to: Beet 50-51 cents, 
cane $I—S2 cents.” 

The loose way in which the Bureau’s 
activities were related to the statute 
used as their excuse is illustrated in two 
announcements issued by the Bureau in 
1938. The first said, ““This office is ad- 
vised many of you are selling oleomar- 
garine at twelve cents per pound and 
while we know that some few sales have 
been made at a cost that will permit this 
as a retail price, in justice to yourselves 
and other merchants we are asking the 
entire trade to sell no brand of oleo- 
margarine at less than twelve and a half 
cents per pound.” The other post card 
announced an impending decision by 


the Supreme Court of the State con- 
cerning the constitutionality of the Un- 
fair Practices Act and continued, “‘if by 
chance the act is declared unconstitu- 
tional the Board of Directors of the 
Bureau to prevent a price war from 
breaking out request you to hold to our 
present price structure until a meeting 
of the trade can be held and a decision 
reached as to any program of stabiliza- 
tion that might be adopted.”’ 

x Of course, legislative and administra- 
tive action could prevent activities such 
as these under the shelter of the mini- 
mum price laws. However, such activi- 
ties are now significant parts of the 
present pattern of retail price-fixing 
legislation. 

Except for the harassment and abuse 
which may develop under minimum 
price laws, there is little reason to be- 
lieve that, in their present form, they 
will do much either to harm consumers 
or to help retailers. The laws which re- 
quire that prices cover the full cost of 
doing business may have some effect 
upon retail sales policy because they are 
usually intended to require the alloca- 
tion of overhead costs equally to all de- 
partments and all products. The effect 
of a price policy based upon this type of 
cost allocation may be to diminish the 
responsiveness of retail prices to such 
factors as the elasticity of consumer de- 
mand, the advantage of pushing goods 
with a rapid turn-over, and the ad- 
vantage of using certain departments or 
certain products as leaders. This means 
somewhat less flexible prices in a dis- 
tributive field in which prices are gener- 
ally far too inflexible. The established 
limits upon price reduction may also 
discourage drastic price cutting upon a 
small number of commodities as a means 
of getting trade into a store, and may 
lead to the substitution of broader and 
less drastic price cuts by concerns which 
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want a reputation for low prices. But 
the so-called loss leaders, upon which 
prices are drastically cut, have always 
been more dramatic than significant. 
The extreme cases have developed dur- 
ing price wars between stores with 
a traditional rivalry, and have usually 
been limited to very brief periods in a 
very few metropolitan markets. The 
general use of leaders to attract trade, 
as distinguished from so-called “‘loss- 
leaders,” will not be destroyed by such 
cost provisions. 

Under provisions prohibiting sale be- 
low some average markup, the markups 
thus far established have been typically 
too low to be significant. Six or eight per 
cent above the invoice or replacement 
cost of goods is well below the cost of 
most items in most low-cost establish- 
ments. There is danger, however, that 
when the principle of a minimum price 
has been well established the level of the 
price will be raised. With the develop- 
ment of the grocery super-market, it is 
said that some of the most efficient out- 
lets can do business at a cost which 
approaches nine per cent. Thus it would 
be fairly easy for the minimum price 
laws to develop as means of protecting 
profits and handicapping the more effi- 
cient concerns. These possibilities for 
the future, and the private perversion of 
the law at present, constitute the most 
serious dangers in this type of legislation. 

Resale Price Laws. The so-called fair 
trade laws, which authorize contracts for 
resale prices, are in effect today in forty- 
four states. The so-called non-signer 
clause is the heart of these statutes. It 
permits two private persons to control 
by contract the prices which are to be 
charged for the same commodity by 
everyone in the state. Since no standard 
is prescribed for the prices nor (except in 
one state) any public supervision over 
the level of price, these private persons 


may exercise a more absolute control 
over the prices charged by other sellers 
of the commodity than can be constitu- 
tionally exercised by the states them- 
selves. 

This grant of power has been success- 
fully defended in the courts on the 
theory that the price must be fixed to 
protect the good will attached to the 
brand or trade mark. The owner of the 
brand, who is typically the manufac- 
turer, is conceived as needing protection 
against irresponsible price cutting by 
which some dealers ruin the reputation 
of his product and discourage other 
dealers from handling it. The public in- 
terest is supposed to be safeguarded 
because each producer continues to com- 
pete with other producers and each dis- 
tributor with other distributors, except 
as certain producers choose to extend 
their competition down to the final retail 
sale of their products by controlling the 
prices charged by distributors. 

This whole view of the matter has 
been an elaborate fiction. Not manu- 
facturers, but retailers, particularly in 
the drug trade, have promoted resale 
price laws and resale contracts. In the 
words of the counsel for the Illinois 
Pharmaceutical Association, “‘the fair 
trade movement is a retailers’ show, with 
a manufacturer’s sign or label over it.’” 
Most contracts are dué to a concen- 
trated drive by organized retailers in 
a few trades to get producers to issue 
the contracts jest they lose the retailers’ 
good will. The purpose of the agitation 
has been to protect, not brands, but the 
operating margins and volume of busi- 
ness of certain retailers against low-price 
competition. 

Nor are these laws intended primarily 
to prevent the ruin of independent re- 
tailers by use of loss leaders by chain 
stores. In the drug trade, the center of 


2 Printer’s Ink, September 2, 1937, p. 32. 
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the agitation for resale price mainte- 
nance, the practice of cutting certain 
prices drastically, which is known as loss- 
leader selling, has always been used upon 
only asmall percentage of drug products. 
It has been used by independents as well 
as by chains, though probably less often; 
and it has by no means been important 
enough to threaten the existence of any 
type of druggist. Indeed, the number of 
drug retailers was growing during the 
period when the loss leader was sup- 
posed to be killing them off. Moreover, 
a majority of the chain stores as well as 
of the independents supported the re- 
sale price maintenance laws.‘ 

The first law was promoted in Cali- 
fornia by the state retail drug and 
grocery associations. Its extension to 
other states was largely due to the or- 
ganized activity of state and national 
drug retailers, who developed through- 
out the country pressure groups organ- 
ized locally under so-called captains.° 
The effectiveness of these pressure 
groups in securing action without careful 
deliberation was so great that even the 
misprints in the California law were 
reproduced in the laws of ten states be- 
fore they were corrected. These same 
associations furnished the pressure which 
led to the passage of the Miller-Tydings 
Act, which provided exemption from 
Federal anti-trust laws. Pressure in- 
cluded, in some cases, threats against 
publications which carried articles hos- 
tile to resale price maintenance. One 
national magazine which had printed 
such an article received a request that 

3 According to the Census of Retail Distribution, there 
were 149 more drug stores in 1933 than in 1929. In the 
next two years, during the period of the loss limitation 
provision of the N.R.A. drug code, the number fell by 
1,710. 

4 Minority views to accompany H. R. 3838, Senate 
Committee on the District of Columbia, 76th Congress, 
Ist Session, p. 7. 


5 N.R.A. Division of Review Work Materials No. 57, 
op. cit., Ch. IV. 


the article be repudiated, accompanied 
by a threat that otherwise 65 druggists 
would sell the magazine at cut rates.® 

Consistent pressure from organized re- 
tailers has been primarily responsible 
both for the writing of resale price con- 
tracts and for the levels of price written 
into the contracts. In 1935 Pepsodent 
tooth paste, after experimenting with a 
resale price contract under the California 
law, announced its intention to cancel 
this contract and return to an uncon- 
trolled system of retail prices. Pepsodent 
was placed under the counter in nearly 
every California drug store and in many 
drug stores in other states. The decrease 
in its sales was so sharp that the com- 
pany publicly recanted its stand, .an- 
nounced its intention to renew its resale 
price contracts, and contributed $25,000 
for the promotion of fair trade laws in 
other states.’ The company has subse- 
quently used photostatic reproductions 
of its $25,000 check in advertising to 
druggists its devotion to the principle 
of resale price maintenance. 

In January, 1938, the National Distill- 
ers Company cancelled its resale price 
contracts, but found it necessary to re- 
new them within two days. In August, 
1938, Schenley Products Company an- 
nounced its intention to withdraw its 
contracts, which provided a retail mark- 
up of 40 per cent, and to substitute, a 
minimum markup of 33% per cent, with 
suggested prices at higher levels. Under 
pressure from retailers and after a series 
of meetings with the New York Joint 
Conference composed of retailers, whole- 
salers, and bar and grill men, Schenley 
abandoned its plan and announced new 
contracts satisfactory to the retail 


group.® 


6 Original letter privately shown to the author of this 
article. 

7 Business Week, September 28, 1937, p. 37. 
September 3, 1938, p. 29. 


8 Business Week, 
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A published letter from a sales man- 
ager of a drug manufacturing company® 
declared that 


“In the drug and cosmetic fields many 
manufacturers are being compelled to oper- 
ate under these laws against their wishes and 
better judgment. Pressure is being brought 
to bear through the retailers’ associations 
and through fair trade committees. Manu- 
facturers who do not file minimum prices are 
having their troubles with independent out- 
lets in some states. Those manufacturers, 
such as ourselves, who have filed prices, have 
had to set higher minimums than they de- 
sired in some instances. The committees are 
not permitted, supposedly, by law to dictate 
what the minimum prices shall be, but they 
are doing just that by refusing to approve 
contracts containing prices which do not 
give the retailer what they consider to be a 
fair profit margin. In most cases the com- 
mittees are insisting on a mark- -up of at least 
20 per cent and usually 333 per cent.” 


In 1935 the Distributional Standards 
Committee of the National Association 
of Retail Druggists urged drug retailers 
to reject contracts providing operating 
margins of less than 334 per cent of the 
consumer price on drug merchandise or 
40 per cent on sundries.'° On most drug 
products this amounted to a demand 
that the contract minimum be the manu- 
facturer’s list price—a level 21 per cent 
higher than that vainly demanded of 
N.R.A. under the drug code. Later the 
public statements of leaders in the resale 
price maintenance movement avoided 
such demands, but the pressure for high 
markups evidently continued. In 1937 
an editorial in the U. S. Tobacco Fournal 
commented that in the drug industry the 
laws are used to fix unwarrantedly high 
markups and that such action is dan- 
gerous. “Cautiously and moderately,” 
it argued, “‘the public may be educated 
to pay a more reasonable price for 


® Printer’s Ink, August 26, 1937, p. 6. 
10 Druggists Circular, August, 1935, p. 12. 


merchandise it has hitherto purchased 
at cut prices.” Discussing what con- 
sumers are paying in highly competitive 
centers, an article in the National As- 
sociation of Retail Druggists’ ‘fournal 
stated,” 


“They are not, however, yet paying the 
manufacturer’s advertised prices for these 
items and in most cases not anywhere near 
them. Whether they will or not remains to 
be seen, but certainly we see no less reason 
for their doing so than to pay the manu- 
facturer’s advertised price for an automobile 
or a refrigerator or any other product so 
advertised.” 


On August 30, 1937, a rally of the 
National Association of Retail Drug- 
gists adopted a twelve-point plan for 
action under the resale contract laws." 
This plan included provisions “that the 
preparation or examination and approval 
of fair trade contracts shall be handled 
by a national board consisting of repre- 
sentatives of the National Association 
of Retail Druggists and a representative 
of the National Association of Chain 
Drug Stores who shall advise with the 
fair trade committes of each of the fair 
trade states as to the form of the fair 
trade contracts.” This plan also pro- 
vided that the national board determine 
the annual service charge to be levied 
on the manufacturer. In October, the 
twelve-point plan was replaced by a 
seven-point program adopted at a con- 
vention of the National Association of 
Retail Druggists, “‘on advice of counsel 
after receiving certain indications from 
the Federal Trade Commission.’’** The 
new plan consisted chiefly of a statement 
of activities which the association would 
not undertake. It provided that neither 


1 U.S. Tobacco Fournal, December 11, 1937, p. 4 

12 N.A.R.D. Fournal, May 5, 1938, p.M-66. 

13 Business Week, September 4, 1937, p. 14. 

4 Merrell’s Reports, Vol. 2, Bull. 27, October 9, 1937, 


p. 113. 
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the association nor the advisory board 
should take “jurisdiction or responsi- 
bility over the minimum prices which 
may be designated in the contract” and 
that neither the association nor the 
state fair trade committees would at- 
tempt any horizontal fixing of prices nor 
impose sanctions against manufacturers 
refusing to issue fair trade contracts. 
Even efforts to coerce manufacturers 
into submitting contracts to the associa- 
tion for scrutiny were repudiated. In 
November, the official journal of the 
national association carried a statement 
by the secretary warning members that 
efforts still going on to dictate resale 
prices, to charge fees to manufacturers, 
and to control the distribution of con- 
tracts were both illegal and dangerous to 
the fair trade movement.” Toward the 
end of the month, however, the secretary 
of the fair trade committee of the 
New York Pharmaceutical Council was 
quoted” as saying that in negotiating 
contracts with drug manufacturers, re- 
tailers request a margin of twenty-eight 
per cent for cost of overhead, plus a 
profit of five per cent. 

The official policy of the national as- 
sociation since the fall of 1937 is ex- 
pressed in a statement by its executive 
secretary.!7 


“A number of the largest manufacturers 
have had the courage to bring out minimum 
prices which are eminently fair to the public 
and which at the same time provide you 
with a fair profit. I cannot recommend too 
much support and cooperation for these 
manufacturers.... As to those who have 
not provided such a margin of profit, I say: 
cooperate to the extent which is in line with 
good business in the management of your 
store. The manufacturers of this country 
should realize that they must pay a reason- 


18 N.A.R.D. Fournal, November 4, 1937, p- 1744- 

16 Milton S. Malakoff, “Drug Retailers Dig In,” 
N. Y. C. Retailing, November 22, 1937. 

17 N.A.R.D. Fournal, October 6, 1938, p. 1529. 


able cost for the distribution of their prod- 
ucts and they should adjust their price struc- 
tures so that they will provide a fair margin 
of profit... . We have counselled our mem- 
bers to give a free flow of merchandise to 
every fair trade manufacturer. We realize 
that in many instances, due to the predatory 
price cutting that had been going on for 
years, the manufacturer was not in a position 
to straighten the price situation out over 
night ... but I say to the manufacturer who 
merely went on fair trade for the purpose of 
becoming popular ...in order for him to 
merit and receive the support which he de- 
sires he must make further adjustments and 
see to it that his distributors receive a fair 
margin of profit.... There are plenty of 
fine manufacturers operating under fair 
trade who have proved conclusively that 
they can afford to give their distributors a 
fair margin and at the same time keep their 
price to the consumer within reason. Usually 
the druggist will find one or more of these, to 
whom he can honestly and profitably afford 
his cooperation, directly in competition with 
the insincere manufacturer who is trying to 
thumb a free ride.” 


The degree of success in efforts to ob- 
tain generous operating margins has, of 
course, differed greatly from product to 
product. Operating margins under con- 
tracts range from less than ten per cent 
of the retail price to as much as seventy 
per cent.'® Most products, however, 
probably still afford markups below the 
standard aspired to by retailers. 

The effect upon retail prices, as dis- 
tinguished from markups, has been a 
matter of sharp dispute. Opponents of 
the laws have foretold large increases in 
retail prices. Advocates of the laws have 
prophesied at least two different and 
conflicting results. At times they con- 
tend that the higher prices of goods 
formerly sold on a cut-throat basis are 
more than offset by the reduced prices 
of other goods upon which retailers are 


18 FE. T. Grether, Price Control Under Fair Trade 
Legislation, Oxford University Press, 1939, pp. 482-3. 
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willing to bring prices down toward the 
contract minima. There is a pleasant 
drollery in this effort to convince the 
public that organized retail groups are 
willing to fight for devices to reduce their 
own operating margins. Moreover, it is 
clear that the drive to secure contracts 
protecting the entire list price is designed 
te terminate any such source of price 
reductions. At other times the intention 
to raise distributors’ margins is admit- 
ted, but the increase is attributed to a 
reduction of manufacturers’ wholesale 
prices rather than to an increase in re- 


tail prices. As put by the chairman of 


the National Advisory Fair Trade Com- 
mittee, ““Fair Trade laws to a great ex- 
tent eliminate price competition between 
retailers, where there is no economic 
or logical justification for it, and in- 
crease competition between manufac- 
turers, where control of production and 
costs keeps selling prices as low as pos- 
sible.’!® There can be little doubt that 
this method of raising margins is pref- 
erable to the distributors, since it in- 
volves less danger of consumer resistance 
and of attempts to repeal the laws. 
As in any widespread price adjust- 
ment, one can find instances of any pat- 
tern he is looking for. Obviously some 
retailers who formerly quoted manu- 
facturers’ list price on certain items they 
seldom sold because of price competition 


are now willing to reduce the prices of 


such items in order to announce that 
nobody can now sell cheaper. In general 
such reductions have come in the smaller 
outlying stores. Obviously, too, the mass 
outlets which set the pace in price cut- 
ting and the distributors who found it 
necessary to meet these low prices are 
forced to raise prices upon the items they 
formerly cut. Early in 1938 the average 
increase on price-maintained drug items 
in Macy’s was between fifteen and six- 


19 N.A.R.D. Fournal, Sec. 2, June 16, 1938, p. 9 (957). 


teen per cent. Obviously some manu- 
facturers who regard their products as 
vulnerable to substitutes and who have 
profit margins which will support a price 
cut will seek to protect their sales by 
avoiding any considerable rise in the re- 
sale price. If they have confidence that 
the public’s good will requires retailers 
to sell their product, they may establish 
a low contract markup; if they wish to 
compete for the favor of retailers, they 
may enlarge the markup by lowering the 
wholesale price. Other manufacturers, 
more confident that the consumers’ good 
will can survive a price increase, anxious 
to cultivate the dealers’ good will, and 
not willing or able to reduce their own 
margins, will raise retail margins and 
prices together. Similarly, the process of 
making contracts involves the jockeying 
of wholesalers and retailers against each 
other to determine whether the margin 
of either shall increase at the other’s 
expense. 

The over-all effect of the laws must de- 
pend upon the relative strength of the 

various tendencies. Unfortunately, there 
is as yet no disinterested study of broad 
enough scope to provide convincing 
proof upon this point. A study sponsored 
by the National Association of Retail 
Druggists was conducted by the state 
drug organizations; but sinceits purpose, 
frankly announced, was to gather ma- 
terial for propaganda, it need not be 
taken seriously.*° Two independent and 
unbiased studies, one by Professor E. T. 
Grether* and the other by Mr. Reinhold 
Wolff and Mr. Duncan Holthausen,” 

20 For example, see announcement of Utah survey in 
N.A.R.D, Fournal, May 5, 1938, p. 619. 

21E. T. Grether, Price Control Under Fair Trade 
Legislation, Oxford University Press, 1939, Chapter XI. 
See also: E. T. Grether, “Experience in California with 
Fair Trade Legislation Restricting Price Cutting,” 24 
California Law Review, September, 1936, pp. 640-700. 

2 Reinhold Wolff and Duncan Holthausen, ““The Con- 
,’ Dun’s 


trol of Retail Prices Under the Fair Trade Laws 
Review, July, 


1938. 
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have been so limited as not to be con- 
clusive. Both indicate, however, that in 
metropolitan areas prices have increased 
substantially in the larger stores and to 
a lesser extent in the smaller stores; and 
that in outlying towns there has been a 
tendency for prices to fall, but not very 
far. In neither study was it possible to 
weight the price changes by the volume 
moving at various prices. In the study 
by Mr. Wolff and Mr. Holthausen, it 
apparently was not possible to deter- 
mine how far the price decreases could 
be accounted for by the decline of whole- 
sale drug prices, which were falling 
sharply during the period covered. 

The full effect upon retail prices prob- 
ably has not yet been felt. The chief con- 
cern of organized retailers has been to 
get all manufacturers to issue contracts, 
and demands which might frighten some 
manufacturers have often been officially 
discouraged. The journals of the drug 
industry have reiterated the statement 
that prices must not be pushed up too 
fast and that retailers must have pa- 
tience with manufacturers who intend to 
make a series of small price increases 
rather than one large one. 

The eventual effect of the program 
upon retail prices must depend upon 
such questions as the degree to which 
private brands are substituted for manu- 
facturers’ brands, the efficiency with 
which systems for discovering and suing 
violators of the contracts can be worked 
out, the extent to which manufacturers 
are willing to reduce their own profit 
margins in order to keep retail prices 
low, and the degree to which retail costs 
are raised by a shift of sales emphasis 
from price to other forms of appeal. 

The direct effect of resale price con- 
tracts upon the level of retail prices is 
probably not the most significant aspect 
of these contracts. The contracts neces- 
sarily destroy the opportunity for leader- 


ship by any distributor in reducing 
prices and operating margins. Ostensibly 
striking at loss-leader selling by mass 
distributors, they are ill adapted to 
check such tactics; for mass distributors 
can readily develop private brands as 
leaders. The contracts are well adapted, 
however, to raise costs. Distributors 
who come to a dead level in price must 
turn to competition in sales appeal and 
hence must increase the costs of selling. 
Moreover, the contracts are designed to 
prevent the general price policy of a dis- 
tributor from reflecting his relative effi- 
ciency and to prevent competitive pres- 
sure from pushing distributors toward 
greater efficiency and lower operating 
margins. The underlying point of view 
was thus expressed by the vice-president 
of E. R. Squibb & Sons:?* 

“If some large retailer or wholesaler is 
more efficient than his smaller competitors- 
as he claims he is—then he should certainly 
be able to operate even more successfully 
on a basis of parity in price, and not set up 
a hue and cry for advantage over his smaller 
competitors.” 

In industries in which manufacturers 
want to agree upon prices, resale price 
contracts afford a ready means; for in a 
series of resale price contracts with the 
same distributors at the same prices the 
effect of direct collusion may be secured 
through the distributors as intermedi- 
ary, and a breach of the maintained price 
by any distributor may be forbidden. In- 
deed, industries in which coercive 
pressure cannot be exerted upon the com- 
peting manufacturers, producers have 
been reluctant to issue resale price con- 
tracts for fear that competing products 
would obtain the advantage of a lower 
price at retail. Thus the very existence 
of a system of resale prices in fields where 
products are enough alike to compete in 
price becomes possible only by tacit 

2% Drug Topics, April 11, 1938, p. 12. 
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understanding that producers will act 
alike. Only producers of goods for which 
sales effort can overcome price differ- 
ences are in a position to issue resale 
price contracts independently or to raise 
prices under such a contract without 
knowing that other producers will do 
likewise. Though the law ostensibly ap- 
plies only to products which are in open 
competition, it can be used effectively 
only for products sold collusively or pos- 
sessing substantial attributes of mo- 
nopoly. 

It appears probable that resale price 
contracts can be adapted to only a 
minority of our total retail sales. In some 
industries products are not identified 
by trademark or brand. In others, an 
effort to maintain prices would lead to 
buying on specification, the victory of 
distributors’ private brands, direct sale 
from manufacturer to user, or some other 
means of escaping the contracts. At 
present such contracts are general in the 
sale of drugs, cosmetics, cigars, books, 
and liquor, and occasional in a number 
of other industries. Professor Grether 
estimates that not more than 15 per 
cent of the trade of the country will 
come to be done under such contracts.*4 
If such an estimate is correct, the dangers 
just discussed arise in a limited field; but 
a further danger arises because of the 
limitation. The sheltered distributive 
trades will necessarily be more attractive 
than those exposed to the risks of price 
competition, and will attract an unduly 
large number of new concerns. Hence the 
logical next step for these retail groups 
will be to prevent the sale of price- 
maintained products outside their trade 
and to limit entry to the trade. Already 
the National Association of Retail Drug- 
gists has begun to complain of the sale 
of package drug items by others than 


% Printer’s Ink, February 17, 1938, p. 11. 


druggists.” The probable future is in- 
dicated by a statement concerning the 
situation in the English drug industry, 
where prices have long been maintained, 
by the secretary of the British National 
Pharmaceutical Union:*® 


“In our country all proprietary medicine 
vendors have to be licensed and we woke up 
to the fact that the number of those vendors 
was increasing at the rate of eight to nine 
thousand per year. 

“Tt is a fact that owing to the success of 
the price maintenance movement initiated 
by the P.A.T.A. 38 years ago, the prices of 
proprietary medicines are in fact maintained 
and the 20 to 30 per cent profit which those 
articles yield has proved a tremendous temp- 
tation to other shopkeepers to invade the 
proprietary medicine business. Grocers and 
other traders with large turnovers in house- 
hold goods are accustomed to a gross profit 
of 123% to 15%; hence any goods selling at 
a protected price which yields 25% gross are 
regarded as extremely profitable merchan- 
dise lines to be cultivated. 

“Hence you will see that the success of our 
own war to prevent price cutting within our 
own ranks has produced an army of com- 
petitors in our own business... . 

‘““My organization decided that it would be 
reasonable to ask manufacturers of proprie- 
tary medicinal and surgical goods to restrict 
their channel of distribution to the chemists’ 
trade. 

“We ask the proprietors of these articles 
to sign an agreement for seven years, under- 
taking only to sell these goods through chem- 
ists. In return we, on behalf of the chemists, 
undertake to give those goods a free market 
and the utmost possible sales assistance, plus 
a really friendly atmosphere in the shops. 

“On the other side, we ask all our members 
to refrain from giving window, counter or 
other displays of any kind to the goods or 
advertising material of any article within 
our specification which is not upon our list.” 


% N.A.R.D. Fournal, May 5, 1938, p. 618. 
2% Drug Trade News, September 13, 1937, p. 18. 
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Both the minimum price laws and the 
resale contract laws express the resist- 
ance of established distributors to 
change. Economists have often pointed 
out that progress in distribution has not 
kept pace with manufacturing, and that 
costs of distribution should come down. 
New types of distributive enterprise 
which offer promise of such a develop- 
ment are the targets of this restrictive 
legislation. Thus these laws are the dis- 
tributional prototypes of the earlier 


statutes by which a handicraft society 
sought to limit or prevent the growth 
of modern manufacture. Public bodies 
receptive 


have no doubt been more 


to such legislation because some of 
the new distributional forms are large 
enterprises, which, it is thought, may 
become monopolistic. A vigorous anti- 
trust policy could have dealt with the 
danger of monopoly, and still can; 
whereas the resale price statutes them- 
selves create new chances for colusive re- 
straint of trade. Antitrust action to meet 
any danger of distributional monopoly 
would raise fewer problems and involve 
fewer risks than the effort to remedy a 
past neglect of the antitrust laws by the 
development of elaborate public and 
private controls over retail prices. 











SOME STUDIES NEEDED IN MARKETING 
CHARLES F. PHILLIPS! 


Colgate University 


HE PURPOSE Of this article is to sug- 
p pew certain studies which need to be 
made to improve our materials for the 
teaching of beginning marketing courses. 
The original list of studies grew out of 
an extended tabulation of the points 
where marketing texts seem to display 
the need for more information. This list 
was then revised to take account of 
studies released since the texts were 
written. 

It should be emphasized that in this 
article no attempt is made to list, dis- 
cuss, or summarize existing material on 
any subject. Where certain works are 
mentioned the aim is merely to illustrate 
what certain writers have done. This 
article aims to suggest needed studies, 
rather than to catalogue past studies. 


SomE Historica. STUDIES 


While the statement is a broad one, 
it is quite true that detailed investiga- 
tions of the historical aspects of market- 
ing im this country are conspicuous by 
their absence. This does not mean that 
many historical data are not available. 
But such treatment as is made in the 
majority of the existing sources is very 
general in nature. We definitely lack a 
large number of detailed historical 
studies of which only a few may be sug- 
gested in the following paragraphs. 

Perhaps the approach to this histori- 
cal material can best be made through a 
number of case studies. As important as 
are the two leading mail-order chain 
operators, there is little available as to 


1 In the preparation of this article, the author wishes 
to acknowledge the advice and criticism of Professor 
P. D. Converse of the University of Illinois. 
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their history, the problems they have 
faced at various times and solved as well 
as the problems they still face, their 
policies and methods as to pricing, their 
buying practices, and their internal or- 
ganization. A historical case study of one 
of them should result in a vast amount of 
valuable data which would give more 
meaning and definiteness to the present 
more or less “‘reasons for—disadvan- 
tages of—conclusions on”’ treatment now 
found in general marketing texts. In 
contrast to a large amount of statistical 
information on department stores in the 
post-World War period, we know very 
little of the pre-war development except 
in very general terms. As with the chain 
store, a number of executives are still 
alive who can recite much from memory 
as regards the earlier development. But 
these men are fast disappearing from 
the scene. If we are to obtain for the 
records some very valuable case studies 
of pre-war trends in the growth of cer- 
tain department store and chain store 
firms, the data must be gathered soon. 

In spite of the fine beginning made by 
a few students, a history of the develop- 
ment of retailing in the United States 
is yet to appear. So much has to be done 
on this topic that it may well be too big 
a job to be tackled by a single person. 
A vast number of shorter studies—es- 
pecially of retailers in specific fields— 
must precede it. 

What has just been said of retailing 
history may be repeated as regards 
wholesaling. General treatment of cer- 
tain trends is available, but detailed in- 
vestigation—which is necessary before 
we can be sure of the validity of generali- 
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zations regarding trends—is lacking. 
Once again several case studies of long- 
existing wholesale firms—firms which 
have been in existence long enough to 
reflect the main trends—need to be 
made and they might well be made the 
point of departure for a historical inves- 
tigation in this field. 


TuHeE Cost or MARKETING 


The Twentieth Century Fund’s Does 
Distribution Cost Too Much? is far from 
an answer to all questions on the cost 
of marketing. For example, Professors 
Maynard, Weidler, and Beckman main- 
tain that marketing costs have increased 
absolutely.2 While this proposition cer- 
tainly sounds logical as applied to a long 
period of time, it remains that we have 
not supported it with definite evidence 
as regards a fairly recent period, for 
example, twenty or thirty years. We 
may point to the further separation of 
producing and consuming areas and to 
increased advertising as among the cost- 
raising factors, but we may also call at- 
tention to such cost-reducing elements 
as the increased use of the truck and the 
growth of chain stores and supermarkets. 

How may we get a conclusion sup- 
ported by evidence on this matter? 
Already we have data on many aspects 
of marketing cost in the Census figures 
for 1929, 1933, and 1935 while data for 
1939 will soon be available. Some clue to 
the pre-1929 trends of retailing cost may 
be found in the spread between retail 
prices and wholesale prices.* By com- 
bining estimates based on some such 
method with what we already know, 
some reasonably reliable evidence may 
be obtained. 

2 Principles of Marketing (New York, The Ronald 
Press Company, 1939), p. 564. 

3 See the discussion and application of this method 
as applied to Great Britain in Smith, Henry, Retail 


Distribution (London, Oxford University Press, 1937), 
Chapter V. 


Two specific points at which we lack 
information on cost concern the manu- 
facturer and the producer of raw ma- 
terials. We know far too little concerning 
how much of their total costs are mar- 
keting costs. Studies here will have to 
depend to a considerable degree upon 
the willingness of a number of manu- 
facturers and producers to cooperate in 
giving rather detailed information; mere 
estimates in this field are apt to prove 
too inexact to be of great value. 


MARKETING oF Business Goops 


Natural Products. While we have a 
considerable amount of data on the 
marketing of natural products,’ we still 
lack detailed studies of the marketing 
of certain of the more important prod- 
ucts falling into this classification. Take 
petroleum as an illustration. True, we 
know in detail where it comes from, how 
it is used, the approximate supply, the 
amount run to stills, and so on, as well as 
considerable about how it is marketed. 
But a full length report covering the 
marketing of petroleum might do much 
both to coordinate existing data and 
to set forth existing marketing problems. 
The same may be said as regards other 
natural products, for example, lumber. 

Cooperative Marketing of Farm Prod- 
ucts. Under this heading only two fields 
of study will be picked out as being 
especially barren of facts. Perhaps the 
most important concerns the cost of 
marketing through cooperatives as com- 
pared to the cost of marketing through 
private middlemen. Some evidence exists 
on this point but it is either so limited 
in scope or so old that it is of but little 
value in the present day course in 
marketing. We need to know whether 


4 Twentieth Century Fund, Does Distribution Cost 
Too Much?, p. 126. 

5 Natural products are supplied by nature without 
the aid of man. They may be conveniently divided into 
land, minerals, forest products, and wild animal life. 
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cooperatives reduce marketing costs or 
not. The Census of Distribution shows 
cooperative grain elevators operating at 
a lower cost than either line or inde- 
pendent elevators. Is this an exceptional 
or a typical case? In addition, it still 
needs more investigation than it has 
been given by the Federal Trade Com- 
mission as to whether or not marketing 
cooperatives really increase the farmers’ 
income. 

A second field needing additional 
study is that of the possibility of monop- 
olistic control on the part of certain 
marketing cooperatives. By way of il- 
lustration, the whole set-up and policies 
of such an organization as the California 
Fruit Growers’ Exchange might well be 
examined from the point of view of the 
consumer. 

Manufactured Business Goods. A num- 
ber of years ago Professor M. T. Cope- 
land of the Harvard School of Business 
Administration classified manufactured 
(or partly manufactured) business goods 
into the following groups: fabricating 
materials and parts, operating supplies, 
installations, and accessory equipment.® 
While a large amount of data is available 
in trade papers as to the marketing 
practices of manufacturers in each of 
these fields, a great service could be done 
for teachers of marketing by bringing 
some of this material together in con- 
venient form. Perhaps an article on each 
of the above groups of business goods 
would serve, each article including illus- 
trations from a number of different 
firms. Thus for fabricating materials and 
parts there should be included examples 
of companies marketing branded as well 
as unbranded parts and companies sell- 
ing direct as well as those selling through 
middlemen. 

In connection with the marketing of 


6 Principles of Merchandising (New York, A. W. 
Shaw Company, 1924), p. 16. 


manufactured business goods we lack 
case studies of such agents as manu- 
facturers’ agents and selling agents. 
While the Bureau of the Census has 
provided us with data as to the number 
of such agents, their sales, their cost of 
doing business (minus compensation for 
proprietors of unincorporated enter- 
prises), and even a general picture of 
their activities, there is still lacking a 
source to which the marketing student 
can be sent to get a real picture of how a 
specific firm operating as, for example, a 
selling agent goes about its work. 

Advertising. It has long been the cus- 
tom of writers in marketing to emphasize 
the rational element in the selling of 
business goods in contrast to the ir- 
rational or emotional appeal in the sell- 
ing of consumers’ goods. Probably it is 
not to be denied that there are distinct 
differences as regards the degree of ra- 
tionality displayed by the buyer of busi- 
ness and the buyer of consumers’ goods. 
At the same time, it may very well be 
that the advertising of consumers’ goods 
is somewhat more rational and that of 
business goods somewhat less rational 
than we have been prone to acknowledge. 
A study of appeals used (and their 
effectiveness) in present day business- 
good advertising seems desirable. 


MARKETING OF ConsuMERS’ Goops 


Classification of Consumers’ Goods. 
Marketing texts show a decided tend- 
ency to adopt the classification of con- 
sumers’ goods which divides such goods 
into convenience, shopping, and _ spe- 
cialty goods. As useful as is this clas- 
sification in suggesting that consumers 
have different buying habits for various 
goods, it needs investigation. Do con- 
sumers’ actions really indicate that they 
divide goods more or less into these 
classes? If so, what specific goods may 
be placed in each class? Is it true that 
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groceries are really treated as conven- 
ience goods by the majority of people? 
What bearing has the development of 
the supermarket in the food field on the 
validity of this classification? Are people 
who buy at such markets treating food 
items as convenience goods or shop- 
ping goods? Are there any goods which 
are treated as specialty goods by the 
majority of people?’ 

The Consumer. While marketing men 
may have been the first to call attention 
to the importance of a knowledge of 
consumers’ buying habits and motives, 
the psychologists have certainly made 
the greatest advance in this field. Un- 
fortunately much that the psychologists 
have done is not familiar to those of us 
engaged in teaching marketing. To sum- 
marize and discuss some of the psycholo- 
gists’ findings from the point of view of 
marketing would seem a worthwhile 
project. 

Recent years have seen an increased 
interest in the consumer. This interest is 
reflected in changes in the Food and 
Drug Act and in the Federal Trade 
Commission Act (Wheeler-Lea Amend- 
ment). The Wheeler-Lea Amendment, 
especially, presents the possibility of 
analysis. While it is of interest to see 
how active the Federal Trade Commis- 
sion has become in enforcing this bill, the 
orders it has issued need to be studied, 
classified, and analyzed. Likewise, one 
might study the copy of national ad- 
vertising both before and after the bill’s 
passage to note its influence. 

Two other developments looking to- 
ward the protection of the consumer 
(at least indirectly) are the Better Busi- 
ness Bureaus and the testing and label- 
ing of goods by manufacturers and re- 


7 Converse gives a negative answer to this question 
r 
(Elements of Marketing, pp. 153-154) while most other 


authors do not pass on the degree of applicability of the 
term. 


tailers. While we know much about the 
Better Business Bureaus, a careful ap- 
praisal of the work they are doing to aid 
the consumer is not available. As to 
what manufacturers and retailers are 
doing we know even less. We do not 
even know the extent of the develop- 
ment to say nothing of having an ap- 
praisal of its value to consumers. 

Does advertising raise or lower prices 
to the consumer? While it is easy enough 
to point out that advertising must raise 
prices above those which would exist 
under perfect competition, we all know 
that perfect competition does not exist. 
Consequently, the important question is: 
does advertising raise prices in a world 
where competition would remain im- 
perfect even if advertising were abol- 
ished? This question still demands much 
attention. 

Price and Interstate Trade Regulations. 
Much remains to be done on the Fair 
Trade laws. A periodic report on manu- 
facturers placing their products under 
such laws as well as listing manufac- 
turers abandoning price maintenance 
would be of value. More studies of the 
effect of price maintenance on prices are 
needed. Possibly these laws have been 
in operation long enough to begin an 
appraisal of their long run effects on cut- 
rate retailing. Certainly, they have 
existed long enough to make possible a 
broad study of the problems they have 
created (and solved) for specific manu- 
facturers. In this connection, we still 
lack adequate data to draw a fair con- 
clusion on just how much rea/ loss leader 
selling® there is by cut-rate stores.’ As 
much of the argument for Fair Trade 


8 T.e., selling below invoice cost. 

® It will be recalled that the Federal Trade Commis- 
sion reported that 11.9% of the reporting chain stores 
stated that they “sometimes sold leaders at less than 


net purchase cost.” (Chain Store Leaders and Loss 
Leaders, 1932, p. x.) This, of course, tells us nothing as 
to the amount of merchandise sold at less than net cost. 
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laws has assumed the existence of this 
practice, the importance of such a study 
is obvious. 

The Unfair Practices Acts and the 
various interstate trade barriers prob- 
ably will be subjects for studies as long as 
they exist. Concerning the former, it 
seems especially worthwhile to have in- 
formation as to how these laws are being 
enforced in the various states. Is it not 
true that in many cases they are being 
enforced by horizontal combinations of 
retailers which are acting in violation of 
our antitrust laws? The trade barriers 
open an especially good field for student 
research as the problem can be broken 
down by giving each student a single 
barrier for study. 

Federal and state laws relating to 
marketing have come so fast in recent 
years that we are just not aware of what 
all of them say. Some time ago P.W.A. 
undertook to classify these laws. When 
this classification becomes available it 
should suggest a great number of laws 
still demanding analysis. 

Wholesaling. Lack of teaching ma- 
terial is still important in the wholesaling 
of consumers’ goods in spite of the de- 
tailed reports of the Bureau of the 
Census and the significant book on 
Wholesaling by T. N. Beckman and 
N. H. Engle. It should be noted that, 
as concerns the following list of topics, 
in some cases the problem is to bring 
together existing material rather than 
to gather new material in the field. 

(1) The importance of the country re- 
tail store in the assembling of farm 
products going to the ultimate consum- 
er. 

(2) The motor truck in the marketing 
of consumers’ goods. In the last two 
decades the motor truck has revolu- 
tionized the marketing of some agri- 
cultural consumers’ goods, for example, 
fruits and vegetables, milk, and poul- 


try.!°We need information as to just what 
has happened, why it has happened, 
and some opinions as to what to ex- 
pect of the motor truck in the future. 

(3) The organization of central mar- 
kets for manufactured consumers’ goods. 
In contrast with our considerable knowl- 
edge concerning the central markets for 
farm products, relatively little has been 
done as regards central markets for 
manufactured consumers’ goods. Here 
again the investigation may best be 
broken down into several smaller inves- 
tigations before a final report can be 
written. One study might well try to 
cover the wholesale clothing market of 
New York City, another the furniture 
market of Grand Rapids (or Chicago or 
other places), and still another the de- 
velopment and significance of such cen- 
ters as the Merchandise Mart of Chicago. 
We need to know something of the facili- 
ties of these less well organized (as com- 
pared with central agricultural markets) 
markets, something of the development 
of (or absence of) price reporting ma- 
chinery, and more about the methods 
used in buying and selling. 

(4) The elimination of the wholesaler. 
Over a long period of time we have 
heard a great deal concerning the elimi- 
nation of the wholesaler from trade 
channels. However, it is a matter of 
record that the wholesaler still remains 
a very important middleman. But this 
does not mean that the talk concerning 
his elimination was unfounded. Rather 
it seems to mean that, in spite of certain 
factors which have weakened his posi- 
tion, he has made adjustments which 
have enabled him to meet competition. 
In a general way we are familiar with 
these adjustments. We know that whole- 


10 Tt has also vastly influenced the marketing of other 
goods—grains (especially at country points), livestock, 
and coal, to say nothing about the increasing amounts 
of manufactured goods being moved to market by the 
truck. 
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salers have added limited-function de- 
partments, have turned to aiding the 
small retailer as a method of preserving 
an outlet, have established voluntary 
chains and even chains of their own, have 
strengthened their private brands (or 
have they?), and have stressed an in- 
crease in their internal efficiency. But 
we know all of these things only in very 
general terms. A real study of the ad- 
justments which wholesalers have made 
would add much to present day teaching 
materials. 

Moreover, we need to know more con- 
cerning the reasons why so many manu- 
facturers have tried to eliminate the 
wholesaler, together with evidence as to 
the success of such elimination. Does the 
evidence really show that wholesalers 
are throwing any considerable part of 
the storage function back to the manu- 
facturer and thus making the whole- 
saler less necessary? Can manufacturers 
reduce cost by eliminating the whole- 
saler? Have wholesalers tended to place 
greater stress on their private brands 
and thus aroused the antagonism of the 
manufacturer? These and other reasons 
given by the manufacturer in justifica- 
tion for his elimination of the wholesaler 
need investigation. 

(5) Limited-function wholesaling. The 
Bureau of the Census has provided us 
with a large amount of statistical infor- 
mation on the importance of limited- 
function wholesaling. This has been 
especially significant in reducing our 
previously exaggerated ideas as to the 
importance of such wholesalers. But we 
still lack adequate information on the 
practices, policies, and problems of 
wagon wholesalers, cash and carry whole- 
salers, and drop shippers. A fairly com- 
plete study of any one of these types 
should give us needed new material. 

Retailing. (1) The general store. The 
reports of the Bureau of the Census in- 


dicate that many of the stores commonly 
referred to as general stores may be 
“general” mainly in name. Instead of 
having their sales fairly well divided 
among a number of kinds of goods, it 
seems that many of them have become 
(or always have been) largely food stores 
with but a small percentage of sales in 
other lines of merchandise. In so far as 
this is true it may be doubted that they 
should be referred to as general stores. 
It might be a worthwhile study to 
analyze the Census Bureau’s data along 
with what other evidence we have to 
see what we are still designating as a 
general store. 

In contrast to what we have long called 
a country general store is the newer 
city “general” store that is developing. 
This trend is evident in the supermarket 
which may combine the sale of all kinds 
of foods with the sale of drugs, news- 
papers and magazines, variety store 
items, and so on as well as with the offer- 
ing of such services as barbering, hair- 
dressing, and shoe shining. This same 
trend is evident in the modern drug 
store, the variety store and the tobacco 
shop. This whole shift toward scrambled 
merchandising and away from specializa- 
tion in retailing needs more study. Why 
is it developing? What is its influence 
on the cost of retailing? Does its scope 
of development seem to be quite limited? 

(2) The independent retailer. In his 
Presidential Address before the Ameri- 
can Marketing Association at Phila- 
delphia last December, Dr. N. H. Engle 
pointed out the scarcity of research 
projects on the independent retailer. Yet 
marketing texts show a need of informa- 
tion as to what adjustments the small 
retailers are making to meet competition, 
how much they still depend on the 
wholesaler and how much on the manu- 
facturer as sources of supply, and how 
much merchandising aid they are re- 
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ceiving from their sources of supply. It 
would be especially of value to take 
several trading areas, including both 
small towns and cities, and trace the 
changes which have taken place in the 
character of the independent stores in 
the past twenty years." 

(3) The department store. Here four 
fields of study suggest themselves. 
Ownership groups of department stores, 
branch stores, and basement stores need 
to be studied as S. F. Teele has studied 
department store leased departments.” 
We need additional information as to 
just why certain groups came into exist- 
ence, how they are operating, how they 
carry out the central buying in which 
they engage in some degree, how far 
management is centralized, and—in as 
far as is possible—how prices compare 
between such stores and their inde- 
pendent store competitors. The whole 
development of branch stores—history, 
relation to parent stores, relation to 
population movements and to downtown 
congestion—needs analysis. It is like- 
wise with basement stores. While some 
data are available in such studies of de- 
partment stores as have been made by 
various university business research 
bureaus, many questions are unanswered 
as to their extent, price policies, success 
in attracting a lower income clientele, 
and financial results. 

Finally, the future of the department 
store needs to be appraised in view of 
present day population movements, 
trafic congestion, the rise of secondary 
shopping centers, and the rising cost of 
operation for this type of store. 

(4) The chain store. In the past few 
years a number of graduate student 
studies have been made concerning chain 


11 For example, cf. R. V. Mitchell, Trends in Rural 
Retailing in Illinois, 1926 to 1938, Bureau of Business 
Research, University of Illinois, 1939. 

12 Department Leasing in Department Stores, Harvard 
University, Bureau of Business Research, 1933. 


store taxes. Unfortunately such studies 
have not been made generally available 
in the form of articles and, as a result 
there is ample room for more information 
on this topic. The reactions to taxes 
on the part of several specific chains 
would be a valuable study. We need 
more analyses of the incidence of such 
taxes and their influence on retail prices. 

The Robinson-Patman Act needs to 
be studied in regard to its influence on 
the chain store. Passed in 1936 as an 
anti-chain measure, it has now been in 
existence long enough to have made its 
influence felt by the chain. How seriously 
has this law interfered with the former 
“buying advantage” of the chain? What 
has happened as regards promotional 
allowances? What has been done by the 
chain to offset the loss of brokerage al- 
lowances? Of course, the Act also needs 
to be studied from a point of view 
broader than that of just one kind of 
retailer. The orders already handed down 
by the Federal Trade Commission are 
available in Washington and should offer 
material for several valuable articles. 

(5) Cooperative and voluntary chains. 
The American Institute of Food Dis- 
tribution has done a valuable job in 
giving us readily available data on co- 
operative and voluntary chains. But the 
work of the Institute does not include 
an appraisal of the whole development. 
Are members of cooperative and volun- 
tary chains doing a better job of retail- 
ing than the independent? What in- 
fluence does membership in such an or- 
ganization have on the storekeepers’ 
profit? Moreover, there is a real lack of 
data as to how these organizations are 
handling problems created by the Robin- 
son-Patman Act. Finally, a study might 
well consider the part played by private 
brands in the voluntary and cooperative 
chain. 

(6) Consumers’ cooperatives. At least 
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from the point of view of the investigator 
it is unfortunate that consumers’ co- 
operatives have not made much advance 
in this country. Because of this lack 
of development it is difficult to find com- 
parable cooperative and private stores to 
be used as guinea pigs. Moreover, in the 
early stages of cooperative development 
there is a strong tendency for the mem- 
bers of a cooperative to donate much 
more “‘free’”’ labor to their store than is 
done after the store becomes a going 
concern. This means that cost compari- 
sons between private and cooperative 
stores may tend to reflect a temporary 
situation rather than one which may 
endure. 

In spite of these shortcomings, studies 
of private and cooperative stores need 
to be made. We need data on operating 
costs. In so far as is possible the stores 
compared should be located in com- 
munities of about the same size and 
should deal in comparable commodities. 

A second type of study might center 
around the prices charged by competing 
cooperative and private stores. Here it 
will prove somewhat difficult to get net 
cooperative prices because of the diffi- 
culty in evaluating the patronage divi- 
dend. Where cooperatives have been 
going some time so that the dividend 
can be estimated, a partial solution may 
be found in comparing cooperative prices 
minus the present (discounted) value of 
the patronage dividend with private 
store prices. 

(7) Integration. Present day lists of 
advantages and disadvantages of verti- 
cal combinations in marketing are the 
results mainly of deductive reasoning. 
We talk of the cost savings in reducing 
the number of times the title changes 
hands, the avoidance of cross-hauling, 
the reduction in storage cost, and so on, 
as well as the administrative problems 
of the large firm. We might learn much 


from a number of case studies of just 
what has happened when integration ac- 
tually took place. Such studies might 
well include the experiences of whole- 
salers who have integrated their busi- 
nesses with chain store retailing, of 
manufacturers who have integrated their 
activities with wholesaling and, perhaps, 
retailing, and of manufacturers who have 
gone back to tie in with the marketing 
of raw materials which they use in their 
manufacturing. 

(8) Price studies. The desirability of 
price studies comparing prices between 
cooperative and private stores has al- 
ready been pointed out. Price studies in 
other fields are also needed as, by way 
of illustration, in the department store 
field. In some cities we have such stores 
operated by chains, by ownership groups 
and by independents. In so far as the 
existence of comparable items makes it 
possible, a knowledge of the price dif- 
ferentials existing among these stores 
would aid us in appraising them. Like- 
wise a study of department store and 
mail order company prices might be of 
value. For certain areas some basis of 
getting comparable quality items may 
be found in the reports of Consumers’ 
Research and Consumers’ Union. 

Where price studies are to be under- 
taken by students, it will be well to have 
them read the discussion on making a 
price study in Chapter VI of T. N. Beck- 
man and H. C. Nolen’s The Chain Store 
Problem. 

(9) Brands. Professor M. D. Taylor 
has gathered some interesting data on 
the price movements of branded gro- 
ceries and foods in general." This study 
might well be extended to cover price 
movements of well-known national 
brands, private brands, and bulk goods. 


18 “Prices of Branded Grocery Commodities During 
the Depression,” XII Harvard Business Review 4 


(1934), PP- 437-449. 
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As these three classes of goods are sold 
under different degrees of imperfect 
competition, a study of their relative 
movements during the various stages of 
the business cycle would be of value both 
to the student who is trying to under- 
stand what is happening in the field of 
marketing and to the student of price 
theory and analysis. 

(10) Retail mortality. Several studies 
of retail mortality have made their ap- 
pearance. The majority of these studies 
have been based on business directories 
and have (subject to a few adjustments) 
counted as a “mortality” the disappear- 
ance of a name from the directory. As a 
result, these studies may not be inter- 
preted as showing the real failure rate in 
retailing. (This, of course, has been 
recognized by the several investigators.) 
Consequently we still lack adequate in- 
formation in this field. It must be ad- 
mitted that the collecting of such data is 
going to be quite difficult. However, by 
taking mortality figures from business 
directories and then by checking names 
and disappearances with local bankers 
and other local business men it seems 
possible that a fairly accurate picture 
of business failures may be obtained. 

(11) Credit. Professor Beckman’s 
study of prices’ in Florida raises an 
interesting and, as yet, not fully ex- 
plained point. In general we have as- 
sumed that the offering of such services 
as credit and delivery would be reflected 
in higher prices for the store offering the 
service as compared to the cash and 
carry store. It is interesting to note, 
however, that Professor Beckman found 
“While it cost something to operate on a 
credit basis and to deliver goods to con- 
sumers, few of the retail grocers render- 
ing such services seem to pass on these 
extra operating expenses to consumers 


4 Beckman and Nolen, The Chain Store Problem 
(New York, McGraw-Hill, 1938), pp. 91-135. 


through higher prices.”” Morover, ‘a 
comparison of the prices charged by in- 
pendent cash and carry drugstores with 
those charged by independent service 
drugstores, reveals the enlightening fact 
that for all commodities involved the 
differences in prices between the two 
types of stores was practically negligi- 
ble.” 

Certainly further investigation on this 
point is necessary. In general, is it true 
that the cost of service does not reflect 
itself in higher prices? Do the added 
services attract enough business so as 
to offset the cost of the service? Is the 
added cost absorbed in a lower profit 
margin? In making such a study one 
must be sure that comparable stores are 
being compared. To compare prices of a 
downtown credit store with a neighbor- 
hood cash and carry store or vise versa 
would invalidate the study. Moreover, 
it would be necessary to classify the 
stores as to the relative percentage of 
their business done on a credit and de- 
livery basis. Obviously, if the credit 
stores did but 5°% of their business on 
credit, their average prices would have 
to be but slightly above those of cash 
stores to absorb the cost of credit exten- 
sion. 

A second credit study might well in- 
vestigate the department store practice 
of favoring credit customers. Almost in- 
variably it is the credit customer that is 
given better service, a more liberal ad- 
justment in case of complaint, a greater 
freedom to return or exchange goods, 
and so on. Is the department store right 
in following this policy or is the more 
continuous buying in a store by the 
credit customer [more than offset by 
certain advantages of the cash buyer? 

(12) The supermarket. A study of the 
supermarket should include a number of 
matters. How successful have they really 
been in reducing cost? Even more im- 
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portant, how successful have they been 
in holding down cost as competition 
from other supers has reduced the first 
flushed sales record? What about the 
mortality rate? Is there any definite 
trend for the price differential to close as 
between the supermarkets and their 
competitors? What has been their rela- 
tive degree of success in cities of various 
populations? What has been the record 
of success (or failure) as regards super- 
market operation by chains and inde- 
pendents? 


MARKETING OF SERVICES 
In the main, existing texts on market- 
ing neglect the marketing of services. Ex- 
ceptions to this statement are Converse’s 
Elements of Marketing and Pyle’s Mar- 
keting Principles, but even these books 
devote just one chapter each to the topic. 


Actually there is a considerable amount 
of material waiting to be gathered to- 
gether as some articles on marketing 
services by hotels, transportation agen- 
cies, life insurance firms, and banks—to 
mention but a few—are already in exist- 
ence. But much remains to be done in 
the way of pioneering work. Whereas we 
have developed quite adequate and use- 
ful classifications of physical goods, such 
classifications are lacking for services. 
Few careful studies have been made of 
the cost of marketing services, the ad- 
vertising of services, the middleman in- 
volved, and the functions performed by 
such middlemen. It seems to the writer 
of this article that the marketing of serv- 
ices should bulk larger in the elementary 
marketing course than it does at the 
present time—but this waits on the 
gathering of adequate teaching material. 








COLLEGE COURSES IN CONSUMPTION 
ECONOMICS 


ALPHEUS R. MARSHALL 
University of Maryland 


Eprror’s Nore: Space limitations did not allow the 
publication of Professor Marshall's complete paper. A 
summary analysis of institutions offering courses and a 
bibliography were omitted. Without doubt interested 
readers could obtain these directly from the author. 


THE MEANING oF ConsuMP- 
TION Economics 


N THIS analysis of consumption eco- 
| pamoeael courses in colleges and uni- 
versities of the United States, it is 
necessary to define and limit the scope of 
our study. It is not yet possible to say 
definitely what the field includes, so we 
shall have to proceed in an arbitrary 
manner.! For the purposes we have in 
mind a meaning of consumption eco- 
nomics should be selected that will set 
forth clearly the nature and content of 
courses and units that are now being of- 
fered. If Adam Smith’s dictum is ac- 
cepted that “‘consumption is the sole end 
and purpose of all production,” it be- 
comes clear that all courses should con- 
sider the interests of the consumer. How- 
ever, it is because most courses have not 
done this sufficiently and fairly that 
what may be called consumption eco- 
nomics courses have been urged by those 
who believe there is something lacking 
in our description and analysis of the 
economic scene. These persons also 
think that consumption as the goal of 
all productive effort can properly and 
convincingly be stressed through formal 
consumption economics courses. 

The viewpoint taken is one criterion 
by which we may label a branch of study, 


1 See Vaile, Roland S. and Canoyer, Helen G., Income 
and Consumption, 1938, Appendix B, pp. 362-75, for a 
very excellent schema of the entire field of consumption. 
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hence, when an economic problem is 
considered from the standpoint of the 
consumer, we are obviously concerned 
with a phase of consumption economics. 
Broadly speaking, then, consumption 
economics is a matter of emphasis, es- 
pecially if we take our cue from the 
courses now being offered in this field by 
institutions of higher learning. More nar- 
rowly defined, it is the study of the con- 
sumption of wealth and income. In either 
case, the center from which all analyses 
proceed is the so-called forgotten man. 

Consumption economics does not in- 
clude the purely technical phases of con- 
sumption, but the economist should 
“point out general guiding principles 
and furnish information concerning the 
several technical aids that are availa- 
ble.’’? Although the nutritional content 
of foods and the wearing qualities of 
clothing are very important, these mat- 
ters are not included in the field of eco- 
nomics; however, the study of consump- 
tion economics is concerned with the 
best sources of supply and the relative 
prices of goods. 


THE Courses CLASSIFIED 


An extensive survey of the offerings in 
many institutions of higher learning 
shows a variety of courses dealing di- 
rectly and indirectly with consumption 
economics.* There is some difficulty in 


2 Waite, W. C. and Cassady, Ralph, The Consumer 
and the Economic Order, p. 6, 1939. 

3 This information was secured through correspond- 
ence, and analyses of outlines and descriptions of 
courses in the majority of institutions of higher learning. 
The files of the Consumers’ Counsel of the A.A.A. were 
found to contain a great amount of information on con- 
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classifying them correctly, as their titles 
vary and their descriptions are often 
vague and incomplete; the content of the 
courses with the same titles also differs, 
as might be expected. It has been found, 
however, that most of them may be 
placed provisionally in one of the follow- 
ing categories: 1. Economics of Con- 
sumption; 2. Personal Finance; 3. The 
Consumer and the Marketing System; 
4. Economics of the Household; 5. The 
Cooperative Movement; 6. Consumer 
Problems; 7. Miscellaneous Courses. 

Many consumption economics courses 
are acknowledgedly a combination of all 
the varied phases of the field as are sug- 
gested above, but many other courses 
have a great deal in common with some 
one of our divisions. There is overlap- 
ping between the groups, and within the 
groups there is some lack of homogene- 
ity; nevertheless, our classification sug- 
gests some differences in approach, 
content matter, and objectives, and at 
least a tendency towards uniformity 
with respect to some of the courses. An 
analysis of each course in our classifica- 
tion should indicate the scope and rela- 
tive importance of consumption study 
in the curricula of the higher institutions 
of learning. 


ConTENT OF CourRSES 
Economics of Consumption 


The course entitled Economics of 
Consumption is the most popular of our 
group. It is often the only course in con- 
sumption economics offered in an insti- 
tution of higher learning. Other titles are 
sometimes used such as Consumer Eco- 
nomics, The Consumer in Modern So- 
ciety, and Principles of Economic Con- 
sumption. Almost without exception 


sumer education. The writer has a record of 112 in- 
stitutions that offer 388 courses in consumption eco- 
nomics; a search for such courses in the offerings of at 
least as many other important universities and colleges 
showed no formal offerings. 


these courses are offered in departments 
of economics, although occasionally in 
merchandising and marketing divisions,‘ 
and sometimes in home economics de- 
partments. When the offerings in con- 
sumption economics include several 
courses, the range of material covered 
in any one of them is greater than other- 
wise. The foregoing description of what 
we shall call Economics of Consumption 
suggests a tendency towards a certain 
procedure and content matter rather 
than anything else. In Economics of 
Consumption there is to a certain extent 
the idea that we are dealing with an im- 
portant division of what has been called 
the science of economics. 

One of the first tasks in the course is to 
acquaint the student with a broad vista 
of the existing economic scene, and then 
to show that other problems, particular- 
ly those of production, have been sufh- 
ciently treated in other courses. Since 
the exchange system is the nerve center 
of capitalism, its various factors are ana- 
lyzed. Free competition as it exists is 
discussed with reference to neo-classical 
and other assumptions of the motives, 
abilities, and intelligence of both pro- 
ducers and consumers. Emphasis is usu- 
ally placed on the fact that the consumer 
is often ignored in a description and 
evaluation of economic life. 

The consumer is the important per- 
sonage around which Economics of Con- 
sumption evolves. Following a descrip- 
tion of consumption principles and the 
practices of consumers, the psychic and 
material aspects of income, as well as its 
distribution, may be discussed. This ties 
in well with standards and scales of liv- 
ing, an analysis of which invariably leads 
to a study of the Brookings’ reports of 
the capacity of the people of the United 


4 Columbia University, University of North Dakota, 
University of Southern California, and Brigham Young 
University. 
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States to produce and consume goods 
and services. A search is usually made 
for the factors affecting price from the 
demand side, and in this treatment of 
the choice of goods, stress is placed on 
the psychological and other bases of de- 
mand and its manipulation and change 
by advertising. 

As time permits, there is considera- 
tion of such agencies for the consumer as 
exist In various governments, those laws 
insuring protection for the consumer, 
private consumer agencies, and how the 
consumer helps himself. These latter 
topics may include consumers’ credit, 
consumers’ cooperatives or cooperation, 
standardization of consumers’ goods, 
and retail prices of consumers’ goods; 
and in addition, taxation in forms es- 
pecially obnoxious to consumers, tariffs, 
and monopoly problems. 

It is rather difficult, to say the least, 
for those teaching this type of course to 
refrain from emphasizing the limitations 
of the neo-classical analysis of the eco- 
nomic order. It also seems rather appro- 
priate to point out the obstructions to 
higher standards of living and to suggest 
possibilities and probabilities for im- 
provement. 


Personal Finance 


In the majority of cases courses in Per- 
sonal Finance are given in departments 
of business administration or finance. 
Those who teach this type of course pro- 
fess to present material that is consid- 
ered practical. From the viewpoint of 
the student it is to some extent the 
counterpart of a course in corporation 
finance. The number of institutions of- 
fering a course of this nature is not large 
when compared to the number of other 
consumption economics courses.’ A few 


5 Courses of this type include those at Texas Christian 
University, Miami University, Florida State College for 
Women, Kansas State College, University of Maryland, 


colleges offer both this course and the 
one in Economics of Consumption. 

The instructor often takes the attitude 
that the course is warranted because the 
average student of business administra- 
tion is taught proportionally too much 
about financial arrangements and tech- 
niques that help him in his job and rela- 
tively little concerning administration 
and organization of his personal finances. 
The topics usually considered will indi- 
cate more definitely its scope and na- 
ture; viz., buying insurance, borrowing 
money, creating an estate, building a 
home, renting a home, investing funds, 
installment buying, cash purchasing, 
making a will, savings problems, bank- 
ing services, and starting a business. 

Consumer cooperation may or may 
not be considered, depending upon the 
proximity and extent of cooperative con- 
sumer groups in the section, and upon 
the decision of the instructor. In many 
cases there are demonstrations and prac- 
tice in the proper buying of food, cloth- 
ing, and other articles. Suggestions or 
budgets for the proper amounts to spend 
for different items may also be worked 
out in this sort of course. 

For services or goods involving any 
considerable portion of the family in- 
come, an attempt is often made to ana- 
lyze rather carefully the justification for 
a relatively large expenditure. For ex- 
ample, the automobile in American eco- 
nomic life today is said to invite more 
careful consideration because of its im- 
portance as a major expenditure. This 
unit study of automobiles might include 
an analysis of its place in American fam- 
Drake University, Indiana University, University of 
Missouri, University of Oregon, George Peabody Col- 
lege for Teachers, Berea College, Western Kentucky 
State Teachers College, Hampton Institute, Colorado 
State College of Education, University of Cincinnati, 
and Cornell University. 

6 This is often done when the course is taught in 
home economics departments. 
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ily life, national and individual expendi- 
tures, costs of operation, needs for a car, 
the alternative of a new or used car, and 
financing original and occasional expen- 
ditures.’ 


Economics of the Household 


One of the differences between Eco- 
nomics of the Household and Personal 
Finance is that the latter takes the in- 
dividual’s point of view, and the former 
stays closer to the family as a unit. The 
former is also usually given in home eco- 
nomics departments rather than in de- 
partments of business administration. 
The course under consideration is in 
most cases taught by home economists, 
but in a few large institutions it is han- 
dled by persons trained in economics and 
the social sciences. The number of insti- 
tutions having formal courses in this 
phase of consumption economics is not 
relatively large, but there are many de- 
partments of home economics which as- 
sociate this course with general courses 
in management of the home. A still larg- 
er number of home economics courses 
give some of the general subject matter 
in other courses. 

When best taught, household econom- 
ics is treated in the light of fairly definite 
principles of economics, and several ex- 
cellent textbooks contribute to this at- 
tempt. These textbooks assume that the 
course will be more productive of results 
when students “have had an elementary 
course in economics or its equivalent.” 
In many, but by no means all, home eco- 
nomics departments, principles or fun- 
damentals of economics is required of all 
students, and in such instances it is the 
prerequisite to any consumption course. 

The practical aspects of consumption 
are usually stressed in Economics of the 


7 See Bigelow, Howard F., Family Finance, Chapter 
12, 1936. 


Household, particularly when taught by 
home economists with relatively little 
formal training in economics. The prag- 
matic approach is given a very excellent 
economic basis though when used in con- 
nection with textbooks written by per- 
sons with a broad background in the so- 
cial sciences. Quite often, as much em- 
phasis is on the social as on the economic 
problems of the household. Then too, 
since the background of students and 
teachers is usually in home economics 
education, this course sometimes follows 
closely the subject matter of a household 
management or home administration 
course. 

Since the family is our major consum- 
ing unit, it appears logical to describe 
this social and economic group, and to 
point out the sources of supply of in- 
comes, and how they are spent. House- 
hold budgets are explained as necessary 
instruments designed to promote wise 
spending and proper allotments of in- 
come. Each of the expenditures of the 
home is analyzed, such as rents or house 
payments, other household expenses, 
clothing, food, health, provision for the 
future (including insurance, old age, sav- 
ings, unemployment, disability, etc.), 
recreation, intellectual and social ad- 
vancement, and conventional necessi- 
ties. By no means neglected in this 
course are modern price problems, the 
consumers’ buying difficulties, and the 
possibilities of developing purchasing 
techniques and consumer protection 
against harmful and poor quality mer- 
chandise. 


The Consumer and the Marketing System 


Not many courses entitled The Con- 
sumer and the Marketing System are of- 
fered, but due to the recent publication 
of several excellent textbooks the sub- 
ject matter and approach in this particu- 
lar phase of consumption economics is 
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being increasingly emphasized. The 
course is given in both economics and 
home economics departments. Until re- 
cently the marketing system has not 
been emphasized in consumption eco- 
nomics courses in economics departments 
as there is usually a marketing course 
that does this. There appears to be at the 
present time, however, a disposition on 
the part of instructors in consumption 
economics to give more attention to a de- 
scription and evaluation of the market. 
As in a course in marketing, one of the 
purposes is to acquaint the student with 
the meaning, techniques, practices, and 
peculiarities of the modern market. The 
former undertakes to show to manufac- 
turers and distributors of goods the mar- 
ket as an outlet, but in the course under 
consideration the market is evaluated in 
terms of the problems of consumers. 
There does seem to be, however, a rather 
praiseworthy effort to understand the 
position of the producer or distributor. 
In this connection it is interesting to 
note that some marketing courses follow 
closely the outlines of The Consumer 
and the Marketing System. Not long 
ago a teacher of marketing told the 
writer that the main objective in his 
marketing course was to teach his stu- 
dents the principal elements and anom- 
alies of the so-called competitive mar- 
ket from the viewpoint of the consumer. 
Unquestionably the broad social view- 
point is taken in many marketing 
courses. 
There is a major and a minor center of 
interest in The Consumer and the Mar- 
8 The institutions that most nearly have been giving 
this type of course for several years are as follows: Uni- 
versity of Arizona, Iowa State College, Agricultural 
and Mechanical College of Texas, Cornell University, 
University of Mississippi, University of Missouri, Uni- 
versity of Pennsylvania, Texas State College for 
Women, Florida State College for Women, Carnegie 
Institute of Technology, Connecticut State College, 
Oregon State College, Purdue University, and Uni- 
versity of Chicago. 


keting System. The consumer himself is 
of primary importance; he is the user of 
goods and services and the person who 
buys from an institution called the mar- 
ket. The market is looked at, therefore, 
as a source of supply of consumers’ needs 
and conveniences. The general theme in 
the course is the relationship between 
consumers and the market. To get the 
most from the market, it must be under- 
stood by the consumer; and in so far as 
the latter is possible, modifications or 
improvements may be effected. 

Those who prefer this type of con- 
sumption economics course say it is prac- 
tical and at the same time describes 
realistically certain phases of the eco- 
nomic scene. 


The Cooperative Movement 


The majority of courses in consump- 
tion economics include an analysis of 
consumers’ cooperatives, although the 
emphasis varies in the different types we 
have distinguished. Least consideration 
is given in the Personal Finance courses, 
and in Economics of the Household they 
receive not much more attention. Prac- 
tically all courses in Economics of Con- 
sumption feature a description and eval- 
uation of consumer-owned stores, and 
the courses evolving around The Con- 
sumer and the Marketing System al- 
ways stress the alternative, cooperative 
method of distributing consumer-goods. 

Comparatively few courses are offered 
that deal exclusively with the coopera- 
tive movement. In a survey completed 
in April, 1937, by the cooperative league, 
it was found that fourteen colleges of- 
fered courses dealing “specifically” with 
the consumers’ cooperative movement,’ 
while fourteen others contemplated the 


® Kansas State College, Lewis Institute, Butler Uni- 
versity, Louisiana State University, University of 
Maryland, American International College, Hamline 
University, University of Newark, College of the City 
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addition of such a course.!° The survey 
included reports from only one hundred 
thirty-five colleges, and for this reason 
does not include several other institu- 
tions having such a course." 

There are a number of courses that 
deal both with consumers’ cooperatives 
and producers’ cooperatives,” while a 
very large number, especially in agricul- 
tural economics departments or colleges 
of agriculture, analyze in some detail co- 
operative marketing principles and or- 
ganizations.” 

Most of the consumers’ cooperative 
courses trace the history of cooperatives, 
and the problems encountered. Consid- 
erable time is usually given to an evalu- 
ation of the cooperative movement in 
relation to the economic arrangements 
now existing in this country. The future 
of cooperatives is related to the need for 
consumer education and the elimination 
of distribution problems which are of 
particular interest to consumers. Some 
of the courses, however, are highly spe- 
cialized." 





of New York, North Dakota State College, Antioch 
College, Saint Vincent College, Baylor University, and 
University of Wisconsin. 

10 Alabama Polytechnic Institute, Rollins College, 
Berry College, Saint!Benedict’s College, Aurora College, 
Massachusetts State College, Johnson C. Smith Uni- 
versity, High Point College, University of North Da- 
kota, Kent State College, Mary Manse College, 
University of Oregon, and Willamette University. 

1 Columbia University, State College of Milwaukee, 
Wisconsin, Michigan State College, Carleton College, 
University of Minnesota, American University, Okla- 
homa Agricultural and Mechanical College, and Uni- 
versity of Colorado. 

2 E.g., University of Southern California, North- 
western University, Connecticut State College, and 
University of Idaho. 

13 While often associated with consumers’ coopera- 
tives, producers’ cooperative organizations aim es- 
sentially to help certain classes of people by enabling 
them to sell their products more profitably. For this 
reason courses in producers’ cooperatives are not in- 
cluded for the purposes of this study as consumption 
economics courses. 

The University of Nebraska gives a course in ac- 
counting for cooperative enterprises; Antioch College, a 


In many institutions the cooperative 
movement is considered in such courses 
as comparative economic systems, types 
of economic control, and other analyses 
of alternatives to and modifications of 
the capitalistic economy. 


Consumer Problems 


A great variety of material is usually 
presented in courses entitled Consumer 
Problems. In a way they are catch-all 
courses, although not always so intend- 
ed. In them may be considered any of 
the material mentioned above, but by no 
means all of it. The title suggests a very 
broad and inclusive approach to the 
problems of consumers, which explains 
perhaps why it is found in departments 
of economics, education, home econom- 
ics, business administration, or sociology. 
It is probable that the course has not de- 
veloped “‘a definite form and that there- 
fore the selection of units is informal.’ 
Consumer Problems is also found in 
teachers’ colleges and junior colleges, 
and is often designed to reach relatively 
large numbers of students. In many cases 
there is no prerequisite. At one impor- 
tant junior college the course is taught in 
the Division of Consumer Education, 
and is described as follows: 


ConsuMErRS’ Prosiems (Social Science 12) 
Three hours each semester 


This course aims to develop in the student 
an appreciation and mastery of the tech- 
niques of making wise choices, a sense of eco- 
nomic values, an appreciation of the position 
of the consumer in modern economic life 
through the study and analysis of his prob- 
lems. It gives a thorough grounding in the 





course in planning, management, and financing of co- 
operatives; the New School for Social Research, a 
course dealing largely with the philosophy of co- 
operatives. 

16 This is the opinion of Professor Henry Harap, as 
expressed in his article, “Seventy-one Courses in Con- 
The School Review, October, 1938. 


sumption,” 
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study of economics using the consumer and 
his problems as the unifying point of de- 
parture. Lectures, class and group discus- 
sions, essays, papers, and individual studies 
of specific problems of interest to the stu- 
dents as consumers are utilized in developing 
student interest and a sense of responsibility 
in studying the economics of consumption. 
Open to seniors only." 


This type of course, however, is some- 
times not so inclusive, and often refers to 
consumers’ problems of a particular 
kind,’ such as buying commodities, in- 
dustrial prices, population problems, 
housing, and standards of living. A large 
number of courses in home economics 
departments are offered which consider 
the economics of textiles, economics of 
foods, economics of clothing construc- 
tion, and similar units, which are in ad- 
dition to the technical analyses of these 
goods. The emphasis is on developing a 
technique of consumption, or in learning 
what and how to buy. 


Miscellaneous Courses 


Courses not included in our classifica- 
tion so far are those pertaining to hous- 
ing, standards of living, population 
problems, and related subjects. 

Housing comes up for consideration in 
many institutions, but there are few that 
offer separate courses.'* The institutions 
offering standards of living and popula- 
tion courses in their curricula are usually 


16 Stephens College, Columbia, Mo. 

17 At Teachers College, Columbia University, the de- 
partment of household economics offers a course en- 
titled ““Consumers’ Problems,” which includes the fol- 
lowing: Principles for managing individual and family 
finances (2 points); practical work on consumer prob- 
lems, computations, tests, demonstrations (1 point); 
individual problems in preparing material for teaching 
(1 point). 

18 Among the courses offered are those at Purdue 
University, Pennsylvania State College, University of 
Wisconsin, The Stout Institute, New York University, 
University of Georgia, Colorado State College of Edu- 
cation, lowa State College, Florida State College for 
Women, and Columbia University. 


the larger colleges and universities; these 
aspects of consumption problems must 
usually be treated in the one or two con- 
sumption economics courses that may be 
offered." 

There are, of course, many courses in 
value and distribution, competition and 
monopoly, price policies, the inequality 
of incomes, and subjects of related na- 
ture, that might be included in the field 
of consumption economics, but for prac- 
tical purposes are not so included. 

Some courses defy accurate classifica- 
tion such as one called ““Some Problems 
of Right Living,” open to both men and 
women, and partially described in the 
catalogue as “‘selection of clothing, food, 
and furnishings for their aesthetic, eco- 
nomic, and healthful values.’’?° A some- 
what similar course is one entitled ““The 
Art of Living,” which “deals with the 
changing conditions of home life and 
their relation to the social and economic 
problems of home members.’ Another 
interesting course is ““Elements of Home- 
making,” which is “of equal interest to 
men and women” and described as “‘a 
non-technical course in which the prin- 
ciples of home management are intro- 
duced and the use of the resources of the 
family are studied in their relation to 
family well-being.” 

Most courses are offered to students 
as electives. When offered in depart- 


19 The following institutions offer courses in standards 
of living: Oklahoma Agricultural and Mechanical Col- 
lege, University of Maryland, Columbia University, 
Fort Hays Kansas State College, University of Chicago, 
University of Pittsburgh, Wellesley College, The Stout 
Institute, Connecticut State College, University of 
California, and University of Texas. Courses in popula- 
tion are given at New York University, Wayne Uni- 
versity, University of Minnesota, Wellesley College, 
Iowa State College and the University of California. 

20 A home administration course at Purdue Uni- 
versity. 

21 Offered in the home economics department at 
Oklahoma Agricultural and Mechanical College. This 
institution also offers a course in “Improvement of 


Instruction in Consumer Education.” 
2 A home economics course at Ohio State University. 





THE FOURNAL OF MARKETING 





33 





ments of economics they are sometimes 
required for some or for all curricula in 
home economics,”* but such courses are 
seldom required for students majoring in 
economics. In business administration 
departments or colleges of commerce, 
where consumption economics takes the 
form in most cases of Personal Finance, 
courses of this nature are generally elec- 
tive.» When offered in departments or 
colleges of home economics, the courses 
are generally required in one or more 
curricula, and in teachers’ colleges, 
where consumer education courses are 
given, they are often a required part of 
a curricula.” In colleges and departments 
of education, a large number of con- 
sumer education courses are offered dur- 
ing the summer sessions.?? 

This study does not attempt to show 
the extent of the increase in consump- 
tion economics courses, but several fac- 
tors indicate that the number offered is 
very much greater than ten years ago. 
The literature in the field has grown by 
leaps and bounds, and most of the text- 
books that are used have been published 
within the last five years. A spot analysis 
of courses of study in higher institutions 
of learning shows few courses ten years 
ago as compared to the number existing 
today. 

The larger number of courses that are 

*8 For example, Purdue University, University of 
Minnesota, Western State Teacher’s College, and lowa 
State College. 

** Economics of consumption is required at Cornell 
College for a major in economics. 

5 ““Fconomics of Consumption” at the University of 
Maryland is required in the cooperative organization 
curriculum in the College of Commerce, as are several 
other consumption courses. 


26 


Teachers College, Columbia University, University 
of Colorado, and Colorado State College of Education. 

27 A survey by Consumer Education, March 1, 1939, 
indicates that of one hundred twenty-five institutions 
sent questionnaires, thirteen courses in consumer edu- 
cation out of a total of fifty-nine will be taught in edu- 
cation departments. This survey indicates that a large 
number of courses were offered during the summer of 
1939. 


now being taught do not indicate, how- 
ever, a great shift of emphasis from the 
traditional subjects in economics to the 
ones under consideration. The shift in 
emphasis is greater in the case of home 
economics curricula, but consumption 
problems have always had a fairly im- 
portant place in home economics de- 
partments as compared to departments 
of economics. The absence of courses in 
consumption economics in the list of of- 
ferings does not necessarily point to a 
lack of appreciation of consumption as- 
pects of economics, the plea being often 
made that since the social viewpoint is 
taken in other economics courses, the 
subject matter of consumption econom- 
ics is adequately covered. 
CONCLUSIONS 

Although a reasonable estimate is that 
there has been at least a ten-fold increase 
in the number of consumption econom- 
ics courses during the last ten years, or 
since the depression, it is doubtful if as 
many as one-fifth of the institutions of 
higher learning in the United States offer 
any such course at all. The size of an in- 
stitution seems to make little difference 
as to the exclusion of such courses. When- 
ever the exclusion of a separate course is 
justified, it is usually on the grounds 
that all subjects in economics are con- 
cerned with the public interest and that 
home economics curricula should prop- 
erly be limited to the study of home arts 
and techniques. 

There is less uniformity of procedure 
in teaching consumption economics than 
other college courses, due partly to the 
recent lack of textbook and other ma- 
terial, and partly to the general lack of 
agreement regarding the field of con- 
sumption study. Some instructors place 
the emphasis on theoretical principles, 
and some on the practical aspects of the 
subject. In some cases teachers in differ- 
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ent departments teach exactly the same 
material, but with a different back- 
ground of training and experience. The 
titles of courses often fail to indicate the 
subject matter treated. In many home 
economics courses the technical rather 
than the monetary aspects of consump- 
tion problems are stressed, thus distin- 
guishing between consumption econom- 
ics and other subjects in the home eco- 
nomics offerings. 

Almost without exception instructors 
report a very deep interest on the part of 
students in consumption courses; the 
teachers themselves are usually enthusi- 
astic over the new emphasis in econom- 
ics. The majority of the economics in- 
structors have liberal ideas regarding the 
operation of the economic system, and 
with home economists, business adminis- 
tration teachers, and others, are inclined 
to set practical objectives for their 
courses. 

The lack of suitable material for class- 
room use has been until recently a great 


drawback to the development of courses. 
Even now many courses are poorly or- 
ganized as to content and definite objec- 
tives, but since instructors in this field 
are very alert in gathering new materials 
and ideas, it is probably safe to hazard 
the opinion that within the next few 
years considerable progress will be made. 
Rather definite trends in the broad de- 
velopment of consumption study are al- 
ready apparent. The great mass of lit- 
erature dealing with problems of con- 
sumers that is appearing from all sides 
must soon point the way to a better 
understanding of the basic principles in- 
volved. 

There is danger that consumption eco- 
nomics may at times be used as a weapon 
of propaganda rather than as a method 
of portraying the economic scene from 
the point of view of the consumer. In 
such an event there may be a lack of sci- 
entific analysis and consideration which 
would probably prevent the realization 
of the objectives that are sought. 

















FORMER OCCUPATIONS OF SMALL 
SCALE RETAILERS 


PEARCE C. KELLEY 
University of Arkansas 


HIS ANALYSIS of former occupations 
Ter small scale retailers is a by- 
product of a survey conducted in 
eighteen towns in Arkansas during the 
late spring of 1939.! The main objectives 
of the survey were: to secure factual 
information about the business men of 
the State for use in the distributive edu- 
cation program, and to arouse interest 
in this program. Two trained inter- 
viewers, working full-time, spent over 
two months assembling and organizing 
the material gathered from the 1,710 
business men interviewed. 

The survey was planned by a State 
Advisory Committee composed of inter- 
ested business men and educators. A 
test survey was conducted in a repre- 
sentative town and the results verified 
before data for the present report were 
secured. Although Arkansas is _pre- 
dominantly an agricultural state and 
towns included in the survey were 
naturally affected by this factor, it is 
interesting that essentially the same con- 
ditions were found here as in an earlier 
survey conducted in Boston, Massa- 
chusetts.? In both, it was found that the 
previous experience of a large proportion 
of retailers was not directly related to 
their line of business. Since the Boston 
survey dealt with bankrupts, it is not at 
all surprising that a much higher per- 


1 Report of a Survey of Business Occupations in Eight- 
een Arkansas Towns, by Pearce C. Kelley, State Board 
for Vocational Education and the University of Arkan- 
sas, Fayetteville, August, 1939, 34 pp. 

? Causes of Commercial Bankruptcies, U. S. Depart- 
ment of Commerce, Domestic Commerce Series No. 
69, 1932, Washington, D. C.; Especially pp. 10-11, and 
tables 14-16, pp. 44-77. 


centage had had former experience 
which in no way equipped them for suc- 
cessful retail store management. 

The Arkansas survey covered 17 of 
the smaller towns in the State, dis- 
tributed by population as follows: 1,000 
to 2,500—8; 2,501 to 5,000—6; 5,001 to 
10,000—2; 10,001 to 20,000—I; over 
20,000—none. Of the total of 1,710 
business establishments in these towns, 
1,153 had less than § persons in the or- 
ganization. Of these, 388 establishments 
were of the “family” type with no out- 
side employees, while 765 employed 
from one to three persons in addition to 
the owner. The average number of firm 
members was 1.3, and the average age 
of the proprietor 40.8 years. The 1,153 
small businesses were composed of 780 
retail stores, 154 service establishments 
and 219 miscellaneous. 

Among these small concerns were 96 
firms in such specialized fields that less 
than 5 business units of the same kind 
were found. These covered 48 different 
kinds of business, 18 of which were re- 
tailing. However, there were 24 kinds of 
retailing consisting of 758 establish- 
ments important enough to be repre- 
sented by five or more stores in the same 
kind of business. This article is confined 
to these. 

Over 60 different previous occupations 
were reported by the small store owners, 
ranging from “apprentice” to “U. S. 
Forest Service,” less than ten of which 
appeared frequently enough to be im- 
portant. For all retail fields the most 
important were: salesman, clerk, same, 
farmer, housewife, mechanic, and none. 
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When the former occupations of small 
store owners were grouped into two 
classes, those related to the kind of 
business now operated and those un- 
related, it was found that 54.7% of the 
retailers had come from related, and 
45.3% from unrelated occupations. Of 
proprietors under 40 years of age, 
30.9% came from related and 26.3% 
from unrelated occupations; of those 40 
years of age and over, 23.8% came from 
related and 19.0% from unrelated occu- 
pations. 

The extent to which previous occupa- 
tions are related to the kind of business 
now owned varies by fields from 100% 
to zero. The following table shows these 
relationships as found in the survey: 


Feed stores 100.0% Auto dealers 57.0% 
Printing shops 85.5% Grocery stores 53.6% 
Farmimplement 83.0% Hardware stores 52.5% 
Drug stores 79.2% Confectionery and 
Electrical appli- fountain 50.0% 
anceandradio 77.7% General stores 50.0% 
Garages 75.0% Service stations 50.0% 
Mens’ wear and Jewelry stores 46.6% 
clothing 71.5% Liquor stores 42.1% 
Bakery 66.7% Furniture stores 41.5% 
Auto supply Cafes 29.8% 
stores 61.5% Millinery stores 0.0% 


The change from a former occupation 
to the ownership of a retail store may 
be analyzed in two ways: (1) according 
to the previous occupation of present 
store owners, and (2) according to the 
kind of retailing most likely to be under- 
taken by persons of certain previous oc- 
cupations. 

For five important kinds of retailing, 
represented by §24 proprietors, the ma- 
jor former occupations were as follows: 


Owners of: No. Included — 


In Survey 


Grocery stores 201 14 30 
Service stations 120 33 13 
Cafes 87 9 8 
General mdse. stores 92 — 93 
Furniture 24 —— 7 
Total for all five 524 56 go 


Clerk 


Same Salesman 


When members of certain occupations 
such as clerks, farmers, housewives, 
later become retail store proprietors, 
they show a tendency to enter only a 
few fields. Over half the members of each 
of five important “‘former occupations” 
entered five lines of retailing. In the ab- 
sence of other factors it might be ex- 
pected that the number entering each 
field would be proportionate to the num- 
ber of stores in each field. This corre- 
spondence appears to be closer for the 
total of all five “former occupations” 
than for each group. The table at the top 
of the next page shows the number and 
percentage distribution of those belong- 
ing to each “former occupation” who 
entered each of the five fields of retailing, 
the distribution of the totals, and the 
percentage distribution of number of re- 
tail stores in these five lines for towns 
under 20,000 population, in the State, 
according to census figures.* 

The tendency of farmers to enter the 
above five fields of retailing is very pro- 
nounced since 83.7% entered these and 
only 16.3% all other fields of business 
combined. Nearly twice as many farm- 
ers became cafe owners, and nearly four 
times as many became proprietors of 
furniture stores as might be expected 
from the relative number of stores in 
these two groups. Farmers also favored 
the service station, since 17.7% entered 
this occupation whereas service stations 


3 Census of American Business, Retail Distribution, 
Vol. II, County & City Summaries, U. S. Dept. of Com- 
merce, Washington, December, 1936. p. 90. 


Previous Occupations 


Farmer Housewife Mech. Mise. 


Vone 
63 44 17 16 4 13 
4 25 I 21 13 10 
5 29 9 8 aces 19 
24 10 5 10 2 9 
3 10 I _ 3 


99 118 32 56 19 54 
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Number 


Former Occupation Entering 


In Survey Five Fields 
Salesmen No. 150 go 
% 100 60.0 
Clerks No. 135 99 
% 100 73-3 
Farmers No. 141 118 
% 100 83.7 
Housewives No. 50 32 
% I 64 -O 
None No. 96 56 
q 100 68.3 
Totals No. 572 395 
% 100 69.0 
Census a) 10 77.8 


composed only 14.6% of the total retail 
units in the area. Only about one-third 
as many farmers became proprietors of 
general merchandise stores as might be 
expected from the numerical importance 
of this group, 7.1% compared to 20.7%. 

On the average, the present proprie- 
tors of the 1,153 store owners included 
in this survey have been with the firms 
they now own for g.2 years, either as 
manager or in some other capacity,‘ a 
fact which suggests the relatively high 
degree of stability of many of these 
small store proprietors in small towns. 
This may be accounted for partly by the 
tendency of persons in certain occupa- 
tions to enter retail fields in which their 
previous experience would be of some 
value, and to avoid other fields. It is 
noteworthy that farmers, housewives, 
and those of no former occupation are 
well below the average of those becom- 
ing proprietors of general merchandise 
stores. As Arkansas is predominantly an 
agricultural state and since the towns 
surveyed were largely trading centers for 


‘ Kelley, op. cit., p. 18. 


Line of Retailing Entered 


Food Gen. Mdse. Cafe S. 8. Furniture 
30 32 8 13 7 
0.0 a1 ..3 ¢.3 8.6 4.8 
63 24 5 4 3 
46.6 17.8 9 3-0 2.2 
44 10 29 25 10 
23.3 77% 20.6 op Pe 7.1 
17 5 9 I —_ 
34.0 10.0 18.0 2.0 
16 I 8 21 I 
16.7 10.4 8.3 21.9 1.0 
170 81 S9 64 21 
29.7 14.1 10.3 11.2 $.7 
29.5 20.7 23.2 14.6 1.8 


the rural population, the importance of 
the farmer is not surprising. That 34.0% 
of the housewives entered the food field, 
compared to 31.1% of the entire group 
and 29.5% for the census figures is 
reasonable enough. Only 16.7% of those 
with no former occupation entered this 
field, whereas 21.9% became operators 
of service stations. 

The results of this survey show clearly 
that many persons whose former occu- 
pations are not directly related to it, 
enter the field of retailing; that the dif- 
ferent types of retailing vary widely in 
the extent to which they attract persons 
belonging to unrelated former occupa- 
tions; and that members of five im- 
portant former occupations have more 
than a fifty per cent chance of entering 
one of five types of business when de- 
ciding to become proprietors of retail 
stores. Thei importance of adequate train- 
ing and experience is suggested, if not 
verified, by the tendency of certain 


groups such as housewives to enter the 
grocery and cafe fields and to avoid oper- 
ating general merchandise stores. 














Notes and Communications 








Epiror’s Norte: With this issue the JOURNAL opens a new Sec- 
tion which has been requested by numerous readers. This section 
should meet at least three needs. First, it will provide an outlet for 
brief discussions too short to be published as main papers, yet con- 
taining worthwhile data and analysis. Second, a forum is now 
available for comments upon papers in preceding issues. Third, 
other matters of general interest (see, e.g., Professor Nessley’s sug- 
gestion below) which do not properly belong among the A.M.A. 


Notes will now also have a place. 


A NEW RESEARCH TOOL 
THEODORE MALCOLM 


Epiror’s Note: Many readers will be interested in 
Mr. Malcolm’s suggestion for a new aid in conducting 
interviews. Questions concerning his methods should be ad- 
dressed directly to him at 126 East 36 Street, New York 
City. 

N STUDIES conducted by mail, as well as in 
I face-to-face interviewing, checklists usu- 
ally seem the most satisfactory way to find 
out about people’s preferences. But in check- 
ing these lists—long or short—fatigue is al- 
ways present, and will influence the results 
to some degree. Further, where there are 
more than three items the one that’s the 
leader gets more attention than those that 
follow. One way out of this difficulty is to 
use two lists with the items in reverse order 
on each. But here again all but the items at 
either end fail to come in for their fair share 
of attention. The best solution in balloting 
seemed to be to provide as many lists as 
candidates, starting each list off with a 
different name. 

In a recent marketing study a different 
approach was employed. The problem under 
investigation was the relative interest of 
readers in various kinds of books. Opinion 
was sought on twenty different categories of 
literature, and it was desired if possible to 
secure a balanced index of readers’ tastes 
without going to the trouble of supplying 
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field interviewers with multiple lists. The 
answer was found in cards. Packets of 
twenty were prepared, each one of the cards 
in the pack describing a particular kind of 
book. When the interviewers came to this 
question, they handed over the pack of cards 
to the person being interviewed, at the same 
time saying something to this effect: 

Here are some cards that show different 
kinds of books. 

Could you go over these and sort them into 
three piles? In one pile the kinds of books 
yOU PREFER 

In another pile those you'd probably avoip 

Then in a third pile, in-between, those that 
don’t matter particularly one way or the 
other. 


After the person had finished sorting the 
cards into the three piles, the interviewer 
picked up each pile and inserted it in the 
proper one of three clearly labeled pockets 
in a large envelope in which the question- 
naires were being carried. Then after leaving, 
the interviewer examined the cards and en- 
tered on the questionnaire itself the results 
of the sorting. After this, the cards were 
shuffled thoroughly in preparation for the 
next call. 

Thus the primary aim was achieved. The 
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cards were never presented in the same order 
twice in succession. The order of the cards in 
the deck was completely random, so they all 
received equal attention from those being 
interviewed. 

It would seem probable that this card 
technique has rather wide application. Per- 
haps the problem is a cereal, let us say, and 
it would be valuable to get some sort of de- 
pendable measure of the market’s liking for 
different types. Or perhaps it’s models of 
automobiles, or patterns of materials, or ver- 
sions of advertising copy. Or perhaps it is 
desired to secure accurately the correlation 
between the same individual’s opinions or 
attitudes toward a number of things. Or per- 
haps an accurate poll is sought on some such 
basis as /tke, dislike, indifferent. To accom- 
plish these things through the usual methods 
is a real problem. But through cards a wide 
variety of tests can be made efficiently. 

Flexibility is important, but there’s an- 
other equally vital slant. Being interviewed 
is often hard work. With today’s type of re- 


search it is a mental work-out to be on the 
receiving end of a series of carefully calcu- 
lated questions that follow one upon the 
other with all the cunning research can con- 
trive. People may be forced to do more 
thinking than they have perhaps done for 
a long time! No one who has seen cards used 
can forget the relief they bring and the 
way people’s flagging interest is brought to 
life again. As the cards are taken from the 
interviewer's bag or pocket, at first glance 
they resemble a deck of playing cards. The 
immediate appeal of the cards, introduced in 
the midst of a prosaic interview, lies in their 
novelty. And because they capture people’s 
interest they help considerably to dissipate 
the tension always more or less present. 
People are given something ¢o do with their 
hands. They become immersed in the prob- 
lem they are working out. Self-consciousness 
falls away, so that more faithful thinking re- 
sults. On many a study such factors as these 
are elements of no small importance. 


AN ESTIMATE OF VACATION TRAVEL EXPENDITURES 
FOR 1938—A CHALLENGE 


C. A. KIRKPATRICK 
University of Maryland 


OR LONG enough the “‘guessers” have gone 
unchallenged. It’s time to ask them to de- 
fend their $5,000,000,000 figure—or revise it. 
The guessers referred to are those individ- 
uals and groups which maintain that United 
States consumers spend approximately five 





1 (a) Conoco Travel Bureau, Tourism As An In- 
dustry, 1938, p. 3. 

(b) American Automobile Association, Americans On 
The Highway, Nov., 1938, p. 3. 

(c) Sales Management, Dec. 1, 1937, p. 42. 

(d) American Petroleum Institute, Weekly Press 
Release, Sept. 12, 1938, p. 4. 

(e) Barron’s, Feb. 22, 1937, p. 42. 

(f) U. S. Travel Bureau, Official Bulletin, July, 1939, 
p. 2. 

(g) Business Week, June 3, 1939, p. 15. 

(h) New York Trust Company, The Index, Aug., 
1935, p. 168. 

* Babson’s Reports, Apr. 3, 1939, P- 1. 


billion dollars annually for vacation travel. 
Although the amounts they bandy about are 
not identical, the guessers are cautious to 
stay comfortably close to the figure men- 
tioned. In addition, requests for explanations 
as to how the amounts are determined pro- 
duce only evasive answers. 

Included among the guesses are these:! 
(a) Continental Oil Company 
(b) American Automobile Association 4,500,000,000 
(c) Sales Management § ,000 ,000 ,000 
(d) American Petroleum Institute. § 5000 ,000 ,000 
(e) Barron’s 5 
(f) U.S. Travel Bureau 
(g) Business Week 
(h) New York Trust Company 


$4, 500,000,000 


§ ,000 ,OO00 ,O0O 
§,17°9,979,579 
§ ,400 ,000 ,000 
6 ,000 ,000 ,000 


Roger Babson places the amount at 


» 


. well over four billion.’ 


The purpose of this paper, then, is to build 


“ce 
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up an estimate (not a guess) of vacation 
travel expenditures. Vacation travel is de- 
fined as pleasure travel that calls for spend- 
ing one or more nights away from home. 

The starting point is a study of vacation- 
ists’ budgets. An intensive search located 40 
composite budgets, each one of which prob- 
ably represented 1,000 individual budgets. 
Examination of the 40 indicates that only a 
four-way division is practicable, the four ex- 
pense classifications being food, lodging, 
transportation, and all other. Combining the 
40 into one master budget shows that the 
vacationist spends his money this way: 


Food 19.3% 
Lodging 20.7 
Transportation 24.4 
All other 35.6 
100.0% 


It is obvious that, of these four, transpor- 
tation is the only one which lends itself to 
measurement. The first problem, conse- 
quently, is to determine the amount of trans- 
portation bought by vacationists. 

As for air travel during 1938, 476,402,280 
revenue-passenger-miles were flown at an 
average fare of $.057.3 A poll of the air in- 
dustry indicates that of this $27,155,000, 
vacation travel accounted for 20%, or 
$5,431,000. 

Travel by automobile calls for a process of 
gradual reduction to be applied to the gaso- 
line gallonage used on highways. Of the 
19,609,728,000 gallons of highway-used gaso- 
line for 1938, 34.8%, or 6,824,185,344 gal- 
lons, represents passenger car consumption.‘ 
As the passenger car put on only 22.7% of 
its annual mileage in travel to points 100 
miles or farther from home, and as shorter 
mileages hardly fit into the vacation travel 
picture, the 6,824,185,344 figure must be re- 
duced to 22.7%, or 1,549,090,073.5 Road use 
and tourist traffic studies reveal that of pas- 
senger cars on these longer trips, 35% are on 


3U. S. Civil Aeronautics Authority, 4ir Commerce 
Bulletin, May 15, 1939, p. 272. 

* Automobile Manufacturers Association, Automobile 
Facts and Figures—1939, p. 31; also, U. S. Department 
of the Interior, Minerals Yearbook 7939, p. 977. 

5U. S. Department of Agriculture, Pudlic Roads, 
May, 1939, Pp. 52. 


business—65% on pleasure; hence, the pleas- 
ure gallonage is finally set at 1,006,908,547.° 
Reference to fleet-owners’ figures indicates 
that 15 miles to the gallon was average, or 
that 15,103,628,205 vacation-miles 
driven.’ 

Fleet data also indicate that out-of-pocket 
costs averaged $.0225 a mile; depreciation, 
insurance, and license costs are not included 
because the effect of vacation motoring on 
these expense items is negligible.? 15,103,- 
628,205 miles at $.0225 each places the 
motoring bill at $339,832,000. 

The passenger revenue of intercity bus 
lines for 1938 was $234,510,000; Mr. Carl W. 
Stocks, editor of Bus Transportation, esti- 
mates that 15% of this figure, or $35,177,000 
represents vacation travel.® 

Rail travelers in 1938 spent a total of 
$459,919,740 for transportation, $405,475,- 
100 going to the Class I roads, and $54,- 
444,640 to the Pullman Company.? A poll of 
the rail industry indicates that 17% of the 
total figure can be considered as representing 
vacation travel—$78,186,000. 

A listing of the four amounts just deter- 
mined shows this: 


were 


Pe aera . B 6,498,000 
Se eee 339, 832,000 
Bus... 35,177,000 
Rail... 78,186,000 


$458 626,000 


Taking this $458,626,000 as 24.4% of the 
total expense budget, in accordance with the 
master budget breakdown, a total vacation 
travel expenditure is arrived at of $1,879,- 
615,000. This is the figure for domestic air 
and land travel, and is the first of three final 
figures. 


6 The various studies consulted include the states of 
Missouri, Colorado, New York, Minnesota, Wisconsin, 
Arkansas, Florida, and the TVA region. 

7 These figures are based on information found in 
Sales Management, Oct. 10, 1938, and Printer’s Ink 
Monthly, March, 1939, and on correspondence with 
Ward’s Automotive Reports, and Runzheimer and 
Company. 

8 This information is contained in a letter from Mr. 
Stocks. 

* Rail figures are from a letter from the Association 
of American Railroads; Pullman figures are from the 
Annual Report of Pullman Incorporated for 1938. 
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The second problem involves Great Lakes 
and Intercoastal vacation travel. Those ship 
lines which report to the Interstate Com- 
merce Commission received passenger reve- 
nues in 1938, amounting to $18,761,423.'° 
Inquiries to all these lines returned the in- 
formation that 68% of this business con- 
sisted of vacation travel. This amounts to 
$12,758,000. A poll of the travel agencies re- 
vealed that 25% should be added to care for 
tips, spending money, and the like. When 
this $3,190,000 is added, the second final 
figure amounts to $15,948,000. 

The third and last job is to get a figure for 
foreign travel. Air travelers to foreign desti- 
nations spent $6,900,000 in 1938." The one 
company that completely dominates the 
field indicates that 40% of this amount rep- 
resents expenditures of vacation travelers— 
$2,760,000.'2 

Cruise travelers to foreign points spent 
$29,000,000, all of which is charged up to 
vacation travel." 


10 Interstate Commerce Commission, Selected Finan- 
cial and Operating Statistics from Annual Reports of 
Carriers by Water 1938, p. §. 

1 U, S. Department of Commerce, Oversea Travel 
and Travel Expenditures 1919-38, p. 74. 

2 This figure is in a letter from Pan American Air- 
ways, Inc. 

'8U. S. Department of Commerce, Oversea Travel 
and Travel Expenditures 1919-38, p. 75. 


All other travelers spent $508,100,000 in 
trips to foreign areas." A study of the reasons 
given the Department of State for this travel 
shows that 85% may be designated vacation 
travel." This amounts to $431,885,000. 

The three foreign items, then, are: 

Air... — 


Cruise 


All other. . 


2,760,000 
29 ,000 ,000 
431,885,000 


$463,645,0 000 


Because this is an over-all figure, including 
total expenditures, it is not increased 25% 
as was passenger revenue for the Great Lakes 
and Intercoastal travel. 

The only remaining thing to do is to total 
the three final figures: 


Domestic Air and Land. . 
Domestic Water... 
Foreign. . . 


$1,879,615 ,000 
15,948 ,Q00 
463,645,000 





2, 359,208,000 


The next move is up to the guessers. 


4 U. S. Department of Commerce, The Balance of 
International Payments of the United States in 1938. 
p- 35. 

16 U. S. Department of Commerce, Oversea Travel and 
Travel Expenditures 1919-38, p. 48. The McCall Corpo- 
ration, studying trans-Atlantic steamship passenger 
travel, Sept. 1,1936-Sept. 1, 1937, found that only 12.9% 
of the passengers were traveling entirely for business 


REACTION OF CONSUMERS TO A TWO-PRICE SYSTEM 
LOUIS BADER 


New York University 


TH Committee of the Twentieth Century 

Fund, after making a survey of the costs 
of distribution, came to the conclusion that 
marketing costs are high because, among 
other reasons, customers of retail stores de- 
mand a variety of services which in the ag- 
gregate are sufficiently costly to affect ma- 
terially the retailer’s expenses of doing busi- 
ness. The Committee suggested that the ex- 
periment might be made by retailers of 
quoting two sets of prices on what they sell: 
one price when services such as credit, de- 


livery and return goods privilege are allowed, 
and a lower price for the product without 
such services. Unless the merchant could be 
sure that customers would not resent the 
application of such a system of pricing, he 
would hardly try it because it might be sui- 
cidal. Nevertheless people might very well 
accept such pricing in as much as there seems 
to be a well defined trend, in some lines at 
least, toward cash and carry purchasing on 
the part of the consumer when the saving in- 
volved warrants the extra effort to which the 
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consumer is put. As witness of this we have 

the phenomenal growth of the various cor- 

porate chain store systems and of the super- 
markets. 

A survey to discover the reaction of con- 
sumers to such a pricing system was under- 
taken by the author with the aid of some of 
his students interested in consumer prob- 
lems. Nearly 900 housewives in and around 
New York City were interviewed and their 
views were as follows: 

413 said they preferred to buy in stores with a two- 
price system, prices differentiated on the basis of 
services rendered. 

452 said they did not prefer to buy in stores using such 
a pricing system. 

An outright majority then would not ap- 
pear to be in favor of a two-price system 
differentiated on the basis of services. But 
the majority is small; in percentage terms it 
is §2% against and 48% for such a system. 
Not many would need to be won over, and 
since this is a procedure not heretofore 
stressed it would seem to be remarkable that 
so large a number favored it. 

It seemed worthwhile to ascertain the re- 
action of those in various income groups so 
the interviewers asked the rent paid in order 
to estimate incomes. Since the interviewers 
were made at random the sample is not 
necessarily representative. 

On the basis of rent paid we get the follow- 


ing: For Against 
Under $25 rent a month 28 17 
Between $25 and $40 a month 94 74 
Between $40 and $60 a month 142 190 
Over $60 a month 149 206 


Five blanks 


These figures, if true for the population as 
a whole, would indicate that those with in- 
comes under $2,000 a year favor a two-price 
system, while those with larger incomes 
favor stores not operating on a two-price 
system. In these cases the majorities are 
more pronounced as may be seen from the 
following percentage figures: 


Per cent of Those For and Against on the 
Basis of Rent Paid 


For Against 
Under $25 a month rent 62 38 
Between $25 and $40 a month 56 44 
Between $40 and $60 a month 43 $7 
Over $60 a month rent 42 58 


These figures are largely what one might 
expect: namely, that as one rises in the in- 
come scale he demands more and more serv- 
ice and is willing to pay for it, while as he 
goes down other things become more im- 
portant than services. It should be noted, 
however, that some of those who did not 
favor the two-price system were not opposed 
to it as such, but rather because of distrust 
of merchants. They thought that in some 
way or other some merchants would use the 
two-price system to “‘gyp” them and so they 
felt safer if only one price prevailed. Had 
those who felt that way and were accord- 
ingly moved to vote against the proposed 
system not done so, a small majority might 
have been recorded in favor of it. 

This is further suggested by the answers 
to another question asked at the same time. 
This was as follows: Do you prefer to buy 
in cash and carry stores as against service 
stores if a substantial saving is shown? Those 
preferring cash and carry stores numbered 
663 or 77% of the voters, and those not pre- 
ferring numbered 202 or 23%. It should also 
be noted that of those who did not prefer the 
two-price system numbering 452, over 300 of 
them preferred the cash and carry store and 
only 152 did not prefer both the two-price 
and cash and carry stores. 

The vote on the cash and carry question 
by rent paid was as follows: 

Vote by Number and Per cent For and 
Against Cash and Carry Stores 


For Percent Against Percent 

Under $25 a month 

rent 38 84.5 7 14.4 
Between $25 and 

$40 a month 139 83 29 17 
Between $40 and 

$60 a month 233 80. 59 20. 
Over $60 a month 250 70. 105 30. 
Five blanks 

All income groups apparently heavily 


favor buying in cash and carry stores. If we 
could have had also the consumers’ definition 
of what they understood by a substantial 
saving on purchases made, we could tell 
better how closely these substantial majori- 
ties relate to what would actually be done. 
Some light may, however, be thrown on this 
by the answers given to a series of questions 
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asking where they now bought some of the 
major items of their budgets. To the ques- 
tion, On what basis do you now do your 
buying, the group answered as follows: 


Percent 
Cash & Carry 470 54 
84% 
Cash & Delivery 253 30 
Credit & Delivery 141 16 


This would suggest only 16% seek full 
service and 84% either none or the simplest 
and most expected services. This result 
would bear out the previous data. 


EXCHANGE PROFESSORSHIP IDEA APPLIED TO 
COMMERCIAL POSITIONS 


H. R. NISSLEY 


Kent State University 


HERE is a time-honored practice among 

American and European universities of 
exchanging professors for a summer, a semes- 
ter, or even a year. Only men of years of ex- 
perience and reputation are thus honored. 
Such exchanges result in increased prestige 
for the men and for their institutions. But of 
greater importance is the broadening effect 
such reciprocal visits have on the men and 
the institutions involved. 

It seems strange that a similar plan has 
not been inaugurated between business firms 
and universities. If the better executives or 
engineers could go back to school for a se- 
mester or a summer, after being out Io to 20 
years, he and his company, it would seem, 
would be better off. If he could return to 
university work without the loss of salary or 
stoppage of his work, so much the better. 
Finally, if he could go back and synchronize 
his study with formal recitals of his 10 or 20 
years of observations in business, not only he 
would gain but everyone concerned would. 

The writer believes there are sufficient 
number of progressive university adminis- 
trators throughout the country to make an 
exchange between one of their staff members 
and a fairly close industrial or marketing 
“fit” acceptable for a summer or half a sum- 
mer term (5 or 6 weeks). If everything went 
well, a longer period—even a year—might be 
tried at some future time. 

Of course there are several obstacles to 
such a plan. But these are not impossible of 
solution. For example, if the chief partici- 
pants could arrange to exchange living quar- 


ters as well as positions, the burden of mov- 
ing furniture and finding a suitable house 
would be reduced to zero. 

Differences in salaries could be adjusted in 
one of several ways: (1) The home institu- 
tion could continue to pay the respective 
salaries of their men; (2) the participants 
could effect a private exchange so that 
neither would lose out financially by such 
an exchange. 

So as to insure a close teaching fit of the 
incoming man, deans could bunch courses to 
fit the background of the “‘guest”’ professor. 

Despite the objections that might be set 
up against such a plan, the permanent good 
derived for all parties concerned would seem 
to outweigh immediate sacrifices. Temporary 
costs are not the sole nor even the principal 
consideration in other decisions. Would not 
a summer or 5 weeks in a university class- 
room “‘on the other side of the desk” do more 
for a practitioner, than a year of graduate 
work at Harvard or M. I. T.? What college 
professor would not be better off after a 
summer of “playing with the regular sol- 
diers”’ ? If these two would be better off, does 
it not follow that the institutions of which 
they are permanent members would be im- 
proved to the same extent? 

It would be true, of course, that a man who 
has been teaching for a number of years 
would not mesh as perfectly as the man he 
was temporarily displacing. Offsetting this 
are: (1) Loss in efficiency here would be 
partly if not wholly neutralized by the 
deeper and broader perspective gained by 
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the regular employee who is now gaining the 
equivalent of a year of study at a first-class 
graduate school. (2) Just as the academician 
can learn a few things from the practitioner 
so can the field man take a few pages from 
the notebook of the college professor. (3) 
Firms carrying on employee training pro- 
grams could press the professor into “‘extra- 
curricular” activities by asking him to whip 
into shape courses, training manuals, house 
organs, or research projects. 


SUMMARY 


Advantages to the firm: 


1. Added prestige by having one of its men “‘in- 
vited” to teach at some college or university. 
. Influx of new ideas from (a) the incoming profes- 
sor and (b) the regular man when he returns. 
3. Stimulating experience for regular man; this is 
bound to stimulate him on his regular job. 
4. Analytical and objective thinking developed in 
regular man by classroom experiences. 


in) 


. Contact with the practices of other (competing) 


firms through case studies used by the regular 
man in the classroom. 


. Regular man may return after finding grass not 


so green in next meadow—hence much happier. 


Advantages to the university: 


I. 


ied 


wa 


Added prestige by having one of its men “invited” 
to do field work in his field of specialization. 


. Influx of new ideas from (a) the incoming field 


man and (b) the regular professor when he returns. 


. Stimulating experience for regular professor. A 5 


or 10 weeks’ complete “change of scenery” is good 
for anyone regardless of what he does under most 
circumstances. 


. Theories have an excellent chance to get first- 


class airing (or dry cleaning), The time element 
may cause professor to revamp his thinking along 
the lines of “everything else equal.” 


. Underpaid professor may return to his old job 


feeling that he is overpaid—or at least convinced 
that front-line service is not as appealing as 
sheltered atmosphere of Alma Mater. 
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A. RESEARCH IN UNIVERSITIES 
University of Arizona 

Three research projects are under way in 
the School of Business and Public Adminis- 
tration. All three are questionnaire surveys. 
In the first, among Tucson business men to 
determine their attitude toward advertising 
in student publications, questions were in- 
cluded on type and purpose of advertising 
done in student publications and on reasons 
for not advertising in such publications. The 
interview method was used to obtain 226 
replies. 

A second survey among students is to de- 
termine the extent and character of the stu- 
dent market and the reading and buying 
habits of students. 

The third project is a survey among the 
women’s clubs (church, P.T.A., social and 
civic) of Tucson to ascertain the type of 
service women wish to receive from down- 
town stores. Questions included cover ad- 
vertising, stock, services, and practices of 
sales personnel. 

It is expected that all three studies will be 
completed and ready for distribution in 
September. 


Cornell University 


Among the projects dealing with fruit and 
vegetable marketing now under way at Cor- 
nell are studies of retail and consumer de- 
mand for potatoes; competition between po- 
tatoes and other vegetables in New York 
chain stores; competition between apples and 
other fruits among independent and chain 
retail outlets in New York City; and prices 
received for potatoes by grade at Chicago. 
New studies to be started shortly will ana- 
lyze the relation of potato grades to returns 
to growers in western New York and com- 


petition between vegetables at retail in Buf- 


falo, New York. 
University of Illinots 


College of Agriculture—The study of cer- 
tain aspects of beef grades made by Professor 
R. C. Ashby, Chief in Livestock Marketing, 
with the assistance of Mr. Earl Hedlund and 
in cooperation with Professor Sleeter Bull 
and Mr. Robert Webb of the Department of 
Animal Husbandry, has been completed. 
This study dealt with the reactions of a con- 
siderable number of retail meat dealers in 
Chicago and downstate to federal grade- 
stamped and packer branded beef. Also, a 
complete survey was made of the reactions 
of retail meat dealers in Decatur, Illinois, as 
well as a sample consumer survey in that 
city. 

Reports on this study have been published 
in the Fournal of the Society of Animal Pro- 
duction and in I/linois Farm Economics, pub- 
lished by the Department of Agricultural 
Economics, University of Illinois. Professor 
Ashby plans to cooperate in a general pro- 
gram of coordinated research now being 
planned by all of the Agricultural Experi- 
ment Stations in the midwestern states. 

Professor R. W. Bartlett is continuing his 
studies on the economic factors influencing 
the sale of milk, giving particular attention 
to developments in the St. Louis and Chi- 
cago markets. In this study attention is 
being directed to measuring the influence of 
reducing prices for milk to consumers by use 
of distribution methods which reduce costs 
of distribution such as sales through stores, 
use of larger containers, and quantity dis- 
counts. 

Mr. G. A. Lee is working on a study of the 
actual effect on sales of milk of discounts for 
quantity purchases in the Champaign- 
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Urbana market. Mr. Albert L. Owens has 
just completed a thesis dealing with the de- 
velopment of market plans for fluid milk in 
the Boston, Massachusetts, market. Mr. 
Kenneth Naden is studying the economic 
aspects of various factors which have af- 
fected milk quality. 

Professor L. J. Norton is continuing his 
studies of the costs of operating local grain 
elevators in Illinois. Recently a paper was 
presented on this subject at the convention 
of the Illinois Farmers’ Grain Dealers’ Asso- 
ciation. How changing methods of trans- 
portation are influencing grain marketing is 
also being studied. This is of particular in- 
terest at this time because of the rapid 
growth in the use of trucks in the hauling of 
grain to central markets and of the growth 
of grain traffic on the Illinois River and 
Waterway. Mr. Glenn Freemyer is handling 
the details of the grain study at this time. 

Professor G. L. Jordan recently published 
in I/linois Farm Economics an analysis of the 
causes for the premium that has developed 
in the price of white corn as compared with 
that of yellow corn. White corn is used ex- 
tensively in certain industries. One factor in 
this widening premium in the price of white 
corn is that the costs of producing yellow 
corn have been reduced relative to costs of 
white corn by the introduction of improved 
hybrids for yellow corn. It might be noted 
that the Illinois Station is at work on im- 
proved hybrids for white corn, the work 
being financed in part by an industrial user 
of the white corn. This situation illustrates 
the close connection between production and 
marketing problems in agriculture. 

Mr. Victor Ekstrom is completing a study 
of the marketing problems of peach growers 
in Illinois. Problems growing out of the very 
widespread increase in long-range trucking 
in distribution of the crop and a study deal- 
ing with apple marketing problems is also 
under way. A study of problems of Illinois 
fruit and vegetable producers, using the St. 
Louis market, is being planned. 

Mr. John Weiss, a graduate student, has 
just completed a study as to consumer re- 
actions to use of cold storage lockers in a 
northern Illinois community. Mr. Elmer 


Searls has published a paper on the subject 
of standards on the operation of cold storage 
plants in a recent issue of [//inois Farm Eco- 
nomics. This is based on a thesis which he 
has prepared on this subject. 

A report on the cost of operating motor 
trucks hauling farm products has recently 
been issued. This is the fourth in an annual 
series. The current report was prepared by 
Mr. L. W. Schruben under the direction of 
Professor R. C. Ashby. 

Mr. J. C. Lesar, a graduate student, has 
completed a study dealing with the Grain 
Futures Administration and Commodity Ex- 
change Administration. A request has been 
received from an educational committee, as- 
sociated with the Chicago Board of Trade, 
for permission to have this thesis published 
in mimeographed form. 

Mr. S. R. Shaver, a graduate student, has 
completed a study dealing with actual mar- 
kets used by farmers for hogs in an area in 
western Illinois. In this area several alterna- 
tive outlets were available. 


University of Maryland 


More than four hundred detailed sched- 
ules were obtained in the “Consumer De- 
mand in a Cooperative” survey which is 
being made at Greenbelt, Maryland, by Dr. 
Victor W. Bennett, Associate Professor of 
Marketing at the University of Maryland. 
These schedules are now being tabulated and 
it is expected a report of the survey will be 
available by the time this note is printed. 

Printer’s Ink Monthly will carry two stud- 
ies of the travel industry by Dr. C. A. Kirk- 
patrick, Assistant Professor of Marketing, 
University of Maryland, one on advertising 
budgets and one on checking the effective- 
ness of travel advertising. (See also Dr. Kirk- 
patrick’s estimate of vacation travel ex- 
penditures in this issue of the JOURNAL.) 


Northwestern University 


The following M.B.A. theses by students 
in the Graduate Division of the School of 
Commerce will be completed in the near 
future. Copies will be available in the Uni- 
versity libraries. 
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General Marketing—Cribbs, W. Corydon, 
A.B., Michigan State College, 1936: Retail 
Distribution of Frozen Food Products in 
Evanston, Illinois. 

Lomax, William Lawrence, Jr., B.S. in 
English, Northwestern University, 1934: 
Marketing of Architectural Acoustical Ma- 
terials. 

York, Marvin T., Jr., B.B.A., Baylor Uni- 
versity, 1939: Window Display in Variety 
Chains. 

Retailing—Bailer, William A., A.B., Al- 
bion College, 1939: An Analysis of Delivery 
Costs of a Department Store Chain in the 
Chicago Area. 

Blair, Eleanor, A.B., Drury College, 1939: 
Proposed Plan for Centralized Training of 
Extra Retail Employees in Chicago. 

Conyers, De Valin, B.S. in Com., Uni- 
versity of Mississippi, 1939: An Economic 
Analysis of the Problems Underlying the 
Establishment and Growth of Chain Stores 
by Mail Order Companies. 

Gillieatt, Neal, B.S., Indiana University, 
1939: A Manual for Section Managers in a 
Department Store. 

Goodwin, Mary Lillian, B.A., Swarth- 
more College, 1939: Informative Labeling 
and the Problems It Raises for Retail Stores. 

Hawkins, Eugene, B.S.C., Northwestern 
University, 1939: An Inquiry into Compara- 
tive Price Claims of a Chicago Department 
Store. 

Henke, Betty Anne, B.A., Ohio Wesleyan 
University, 1939: Analysis and Evaluation 
of the Annual Wage Plan with Special Em- 
phasis on Possibilities for its Adoption by 
Retail Organizations. 

Johnson, Willard A., A.B., University of 
Wichita, 1939: An Assistant Buyer’s Manual 
for the Scott Department Store. 

Ketchum, Ruth A., B.A., University of 
Oregon, 1939: Methods Used in Fashion 
Training in Department Stores and Depart- 
mentized Specialty Stores. 

Lipson, Harry A., Jr., B.S., University of 
Alabama, 1939: A Study of Leased Ready- 
to-Wear Departments in Department Stores 
with Particular Emphasis on the Merchan- 


dising Principles Involved and the Possible 
Future Trends. 


Mayse, William F., B.S., Indiana Uni- 
versity, 1939: Techniques and Uses of Rat- 
ings for Non-Selling Retail Employees. 

McLauglin, Frederick A., B.S., Uni- 
versity of New Hampshire, 1938: Training of 
Managers for National Department Store 
Chains. 

Otteson, Schuyler F., Ph.B., University of 
Wisconsin, 1939: Inter-Industry Transfer of 
Employees as a Means of Meeting Seasonal 
Labor Fluctuations in Chicago Department 
Stores. 

Poliner, Saul, B.S., University of Utah, 
1939: A Study of the Effect of the Trade 
Practice Rules for the Rayon Industry on 
Merchandising Methods with Particular 
Emphasis on Informative Labeling in the 
Rayon Industry. 

Sladek, Vernon A., B.A., Dakota Wes- 
leyan University, 1939: An Analysis of a 
Consolidated Delivery System as Compared 
to a Store Operated Delivery System from 
the Viewpoint of Individual Store. 

Westfall, Ralph, B.S., Colorado State 
College, 1939: An Analysis of Methods 
of Reducing Unemployment Compensation 
Costs in Department Stores in Illinois. 

Killian, Hannah, B.Ed., Illinois State 
Normal, 1930: Evaluation of the Coopera- 
tive Retail Programs in the Champaign, 
Rockford, and Jacksonville, Illinois, Second- 
ary Schools in Terms of the George-Deen 
Act. 


Oklahoma A. and M. College 


The Market Research Service of the 
School of Commerce recently issued the re- 
sults of a questionnaire study on ‘““Consumer 
Shopping Habits by Income and Occupa- 
tional Groups” (Market Research Study 
No. 3). The report was prepared by Pro- 
fessor Perham C. Nahl, Director of the Serv- 
ice, assisted by students in the Retail Busi- 
ness and Marketing Research classes. 

This 60-page mimeographed publication is 
a fine example of the development of perti- 
nent data of value to local merchants by a 
university bureau while training students in 
the field of marketing research. It was care- 
fully planned and executed and is well anno- 
tated. 
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Professor Nahl is now directing another 
Marketing Research Service project, ‘“‘Stu- 
dent Buying Habits Survey.” This study 
will be based on more than 1,200 personal 
interviews obtained by marketing students 
last April. 

The Market Research Service was estab- 
lished in the fall of 1938, and has conducted 
already a number of analyses, similar to 
those mentioned in the preceding para- 
graphs, for individual stores and civic groups 
in Stillwater. In these studies, emphasis is 
placed upon careful descriptions of methods 
used as well as in the training of students in 
scientific research methods and techniques. 

The following questionnaire projects are 
now in progress and should be available in 
the near future: (1) A study of brand prefer- 
ences for selected grocery items, where most 
frequently purchased, extent of cash and 
credit purchases, and opinion of sales clerks; 
(2) a study for a particular store to deter- 
mine customers’ opinions of its sales force 
and reactions to specific merchandising 
policies which the store is either checking or 
contemplating; and (3) a study of last year’s 
city directory to determine desired changes 
and improvements which might be made in 
the new directory to be prepared this fall. 


B. RESEARCH IN GOVERNMENT BurREAUS 
Bureau of Agricultural Economics 


Income Research Progresses. The revision 
of farm income estimates and the extension 
of the series back to 1909 is nearing comple- 
tion by the Bureau of Agricultural Eco- 
nomics. Individual series of estimates for 
most of the important commodities have al- 
ready been published. It is expected that all 
series will be completed within the next few 
months, and that the related series of ex- 
penditure estimates will also be completed. 
On the basis of this work, it will soon be 
possible to publish a series of net income 
estimates for farm products. 

In order to compare estimates of agricul- 
tural income with estimates of income from 
other sources, it is necessary to review and 
to reconstruct some measures of income from 
nonagricultural sources. To this end, the 
Bureau is cooperating with the Department 


of Commerce and the National Bureau of 
Economic Research in the preparation of a 
preliminary series of annual estimates of in- 
come from nonagricultural sources, designed 
to be comparable with the agricultural esti- 
mates. 

The current monthly and annual esti- 
mates of income from marketings are also 
being placed on a basis comparable with the 
revised long-time series, and will be con- 
tinued on that basis. 

The next step to be taken is analysis of 
income. Determination of the difference in 
real purchasing power for living between a 
specific amount of cash received by a farmer 
and the same amount received by a city 
worker, and finding the effects of variations 
in size of family on the demand for farm 
products are important questions with which 
the Bureau will deal in developing income 
analysis. 

Impact of Motor Freight Rate Regulation 
Studied. The impact upon agriculture and 
the economy in general of the directions of 
policy adopted by the Interstate Commerce 
Commission in the regulation of freight rates 
of interstate motor carriers under the Motor 
Carrier Act of 1935 is the subject of a study 
now under way in the Bureau of Agricultural 
Economics. The study is being conducted 
under the supervision of James C. Nelson, 
senior transportation economist, with the 
assistance of Hunter Morrison, assistant 
agricultural economist. 

The study breaks down into the following 
inquiries: 

(1) Determination of the social policy in- 
tended by Congress with respect to the vari- 
ous issues to which motor-carrier regulation 
is directed; 

(2) Analysis of the motor freight rate de- 
cisions of the Interstate Commerce Com- 
mission with a view to determining the direc- 
tions of policy placed into effect with respect 
to the level of motor freight rates, the level 
of motor-rail freight rates, rate relationships 
between commodities and places, the impact 
of new competition upon railroad rates for 
commodities still tied to the rails, such as 


transcontinental agricultural products, and 
in transport upon 


the impact of technology 
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the location of production and markets and 
the older agencies of transport; 

(3) Determination of the economic, fac- 
tual, and legal bases cited by the Com- 
mission as justification in the public interest 
for the policies adopted; and 

(4) Analysis of the economic impact of the 
new directions in transport regulatory policy 
upon such agricultural transportation prob- 
lems as the rates on farm products and farm 
supplies moved by regulated motor carriers, 
the adequacy and flexibility of service in 
relation to accessibility of markets, and the 
utilization of farmer-owned trucks in hauling 
their commodities and supplies to and from 
markets. 

Milk Market Study. The consumption of 
milk and cream in the Philadelphia Metro- 
politan Market is being studied by the 
Bureau of Agricultural Economics in co- 
operation with Pennsylvania State College. 
Scheduled for completion about September 
30, 1940, the study deals with the receipts 
from and utilization of milk, cream, and 
fresh condensed milk at the Philadelphia 
Market. Purpose of the study is to determine 
the basic facts to develop a measure of the 
consumption of milk and cream in the Phila- 
delphia Metropolitan Market. Bureau repre- 
sentatives who are aiding in directing the 
project are O. C. Stine and E. E. Vial. 

Poultry and Eggs Study Planned. Plans 
for a study of the marketing of Midwestern 
poultry and eggs were made recently when 
F. V. Waugh of the Bureau of Agricultural 
Economics met in Chicago with a committee 
of economists and poultry specialists. 

The agricultural colleges in 14 of the states 
in this area are considering the possibility of 
developing a comprehensive program of re- 
search in this field, involving a substantial 
amount of cooperation between the various 
state agencies and also between the colleges 
and the Department of Agriculture. 

This matter has been discussed by the 
north central group of experiment station 
directors, and Director V. R. Gardner of 
Michigan has been designated as referee on 
research dealing with the marketing of 
poultry and eggs. He will work with a com- 
mittee representing the economics and poul- 


try departments of agricultural colleges and 
also with the B.A.E. to keep this work co- 
ordinated. 

At the Chicago meeting, the committee 
decided on a list of research projects to be 
undertaken, and each of the colleges will in- 
form Director Gardner which of these proj- 
ects they will undertake. As soon as the 
committee has mapped out a program for the 
state colleges, it will consider the kinds of 
work which should be done by the Federal 
Government to supplement and strengthen 
the research program. 


Agricultural Marketing Service 


Grain. A simple method of determining 
protein in wheat flour based on a new prin- 
ciple has been developed in the research 
laboratories of the Service. The new method 
was recently described by Dr. Lawrence 
Zeleny at the annual meeting of the Ameri- 
can Association of Cereal Chemists. The 
method, entirely different from those now in 
use, consists of the extraction of the protein 
from the flour and its precipitation in the 
form of a stable colloidal suspension. The 
optical density of this suspension is a test of 
the gluten protein content of the flour and is 
measured automatically by means of the 
electric eye (photoelectric cell). The results 
are in good agreement with those obtained 
by conventional methods, and for routine 
work, the procedure saves time, space, chem- 
icals and costly equipment. Efforts are now 
being made to adapt the method to the de- 
termination of protein in wheat also in order 
that a practical procedure for use in grain 
inspection work may be available. 

Potatoes. An investigation was started in 
Chicago last September with a view to ob- 
taining the latest information concerning 
market practices and consumer preferences 
for potatoes. Chicago was chosen for the 
study because it is the principal market for 
potatoes grown in the western, north central 
and some southern states. Two full time 
market inspectors were assigned to the work 
and to date more than a thousand retailers 
representing independents, corporate and 
voluntary chains have been interviewed with 
regard to market practices, size preferences, 











50 





THE FJOURNAL OF MARKETING 





and factors in potatoes that are both desir- 
able and objectionable to consumers. 

Another important phase of this study in- 
cludes an analysis for grade and size of lots 
of potatoes offered for sale by retailers. 
Analyses are being made of 100-pound sack 
deliveries, consumer-sized packages packed 
at shipping points and in receiving markets, 
s0-pound sacks and crates of new potatoes, 
and bulk lots in bins. These analyses should 
give a representative picture of the size and 
quality of potatoes offered to consumers in 
the Chicago area from a large number of 
principal producing states. During May and 
June particular attention will be given to the 
study of new-crop potatoes. 

Shell Eggs. On April 8 a second Proposed 
Revision of the U. S. Standards of Quality of 
Shell Eggs was sent to many persons and 
firms interested in or engaged in the stand- 
ardization, grading, and marketing of eggs. 
The proposed standards provide classes for 
“fresh (not storage)” and “storage” whole- 
sale and retail grades. Other changes provide 
for slight increases in the tolerances for 
cracked and for slightly stained or slightly 
soiled eggs in the wholesale grades. A few 
changes are intended to further improve and 
clarify the definitions for certain terms used 
in defining egg quality. Comments and sug- 
gestions on the proposed changes were re- 
quested. 

Wool Shrinkage. A quick and reliable 
method of sampling and testing wool for 
shrinkage is being sought. The loss in weight 
which occurs when the wool is scoured is 
termed “‘shrinkage.”’ Wools of the United 
States differ greatly in shrinkage and it is 
estimated that extraneous and indigenous 
substances present in domestic wool range 
from about 35% to about 75% of the weight 
of the shorn fleece. The method of sampling 
and testing being sought would be practical 
as well as reliable and therefore acceptable 
to all branches of the industry as a “‘standard 
method.” Problems are presented by the 
numerous variables in the constituent ele- 
ments of shrinkage and by the lack of uni- 
formity in the preparation of the clip for 
market. 

Although some wool shrinkage studies 


have been conducted by the Department in 
the past, the present project was instituted 
in 1937. Work has since been done in Mon- 
tana, Wyoming, Utah, Texas, and Colorado, 
and in the manufacturing centers of the east. 
Various methods of sampling have been 
tried and the results studied. 

Cotton. Cotton spinners have complained 
for many years about so-called “‘air cuts” or, 
more accurately, “‘bale-cuts” which appear 
in a rather substantial portion of compressed 
cotton bales. Investigations of the Agri- 
cultural Marketing Service, in cooperation 
with the Bureau of Agricultural Chemistry 
and Engineering, have proved that these 
cuts result from shearing or breaking of 
cotton fibers in the bale during compression 
and that it has no relationship to the move- 
ment of air in the bale. Detailed information 
has been compiled from the observation of 
about 25,000 cotton bales compressed at 16 
compresses located in various parts of the 
Cotton Belt. A substantial portion of these 
bales were also traced to their originating 
gins, and gin equipment was observed. 

Analysis of information obtained showed 
that “‘bale-cutting” results from a complex 
of factors. Chief among these are: (1) heavy 
bale weights, (2) uneven packing at the gin, 
(3) low moisture content of the cotton, (4) 
character of the cotton, and (5) compress 
equipment and operation. Modifications of 
practices of farmers and ginners with respect 
to bale sizes and condition of cotton when 
ginned are needed. Apparently, however, be- 
fore all cutting is eliminated compressmen 
may have to make some modification in the 
operation and design of press equipment. 

Grade characteristics of American-Egyp- 
tian cotton have changed in recent years to 
such an extent that revised standards for the 
Pima variety and new standards for SXP 
have been promulgated by the Agricultural 
Marketing Service. These standards will be- 
come effective on March 20, 1941, but in the 
meantime both may be used permissively 
(by express contract provisions) in the pur- 
chase and sale of these varieties. 

Cotton-Yarn Standards. There has been a 
long-felt need for some kind of visual stand- 
ards for use in grading cotton yarns with 
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respect to appearance; that is, a series re- 
flecting definite graduations of yarn appear- 
ance as based upon the relative uniformity 
of yarn, its nappiness and its freedom from 
foreign matter. In connection with the cot- 
ton-standardization work and related stud- 
ies, such a series of standards for laboratory 
use was developed some time ago, and they 
have been serving a very useful purpose. 
More recently, these standards have been 
adopted as tentative standards of the Ameri- 
can Society of Testing Materials, and, being 
practical in nature as well as in application, 
they are proving effective in yarn-quality 
control work in commercial textile manu- 
facturing plants, and they also are providing 
a helpful basis for specification of appear- 
ance in sales and purchases of cotton yarn. 
The U. S. Department of Agriculture is now 
selling copies at cost. The complete set of 
standards consists of five panels of photo- 
graphs of cotton yarn in natural size, each 
panel representing a different range of counts 
and each containing four photographs of dis- 
tinctly visible steps in yarn appearance. 


Bureau of the Census 


Following the policy of releasing market- 
ing data as rapidly as it becomes available, 
the first reports of the 1940 Census of Busi- 
ness are expected to be published in June. 
These reports will cover the number of retail 
stores and dollar volume of sales in 1939 by 
kinds of business by states, counties and 
cities, corresponding to Volume III of the 
Retail Distribution report of the 1935 Cen- 
sus of Business. Data for each state will be 
published in the order of completion and the 
publication schedule will permit use of the 
data in planning many distribution terri- 
tories and quotas for 1941. 

Preliminary reports of population by 
states are also scheduled for summer and 
sarly fall release. An official hand count of 
the population for all minor civil divisions 
will be made well in advance of the mechani- 
cal tabulation program. 

To prepare for possible objections on the 
part of respondents to giving income infor- 
mation to enumerators, a special form was 
provided with which income data could be 


mailed directly to Washington. Income re- 
ported on these forms will be transcribed to 
the schedules in Washington and tabulated 
just as if the information had been given to 
the enumerators. By May 6, five weeks after 
the enumeration began, only 150,000 such 
forms had been received. This small number 
and the negligible amount of refusals indi- 
cate that the income section of the Census 
will be little affected by the adverse pub- 
licity it received. 

An “Index of Data Tabulated from the 
1930 Census of Population, Including Un- 
employment” was recently published, show- 
ing all tabulation made for the 1930 Census. 
This pamphlet, taken in conjunction with the 
“Topical Index of Population Census Re- 
ports, 1790-1930” (published in 1934) may 
be used both as a ready index to published 
reports and as an outline of unpublished 
data available in the files of the Bureau. In 
particular, the new index shows which sta- 
tistics are available for smaller areas than 
were published separately in the final vol- 
umes. 

The 1939 edition of the “Statistical Ab- 
stract of the United States” was published 
in May. In addition to the statistics given 
in the previous edition, the new volume con- 
tains tabulations of Old Age Insurance by 
income groupings and age, sex, race and 
State of residence of covered persons, and of 
Unemployment Compensation coverage and 
benefits paid, by States. 

The Bureau of the Census and the Bureau 
of Agricultural Economics are collaborating 
on a study of the location and migration of 
industries since 1932. A preliminary report 
is expected to be issued early this summer. 


Farm Credit Administration 


The Farm Credit Administration, in co- 
operation with the Maine Agricultural Ex- 
periment Station, is conducting a study of 
the marketing of potatoes in the Boston 
metropolitan area. While the project in- 
cludes both an appraisal of services rendered 
by the existing marketing institutions in 
moving Maine potatoes to consumers and a 
study of some of the phases of consumer 
preferences and demand for potatoes, em- 
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phasis is being placed on the latter phase of 
the study. Two of the principal objectives 
are (1) to determine for various income, 
nationality, and size-of-family groups the 
buying habits and preferences for various 
types, grades, and packages of potatoes dur- 
ing March and June 1940, and (2) to analyze 
retailers’ operations from the standpoints of 
sources of supplies, selling practices, and 
their experiences with brands, price policies, 
and consumer packages of potatoes. The 
first portion of the field work of this project 
has been completed and it is expected that 
some of the results of the study will be avail- 
able in preliminary form at an early date. 
It is planned to gather additional data from 
consumers and retailers in Boston during 
June. C. H. Merchant is project leader for 
the Maine Agricultural Experiment Station 
and G. W. Sprague for the Farm Credit Ad- 
ministration. 

A manuscript describing the operating 
methods of the Challenge Cream and Butter 
Association of Los Angeles, California, has 
been prepared by Paul E. Quintus to supple- 
ment the literature now available on co- 
operative marketing of dairy products. Chal- 
lenge is the oldest and second largest of eight 
regional sales agencies in the United States 
owned and operated by cooperative cream- 
eries, and it has developed a number of dis- 
tinctive features. 

Extensive studies have been made with 
analyses of matters of organization, finance, 
and the legal structure of cooperatives mar- 
keting fruits and vegetables. It, therefore, 
has been possible to give associations assist- 
ance in these matters based on the studies 
and analyses. In an attempt to give assist- 
ance in this field, a study which includes an 
analysis of the sales programs of §5 repre- 
sentative fruit and vegetable cooperatives is 
in progress. These associations, 30 of which 
are fruit and 25 are vegetable and potato 
associations, are representative of all com- 
modity types, except citrus and cranberries, 
and all major producing sections of the 
United States in which cooperatives are a 
factor. When available, transaction-by-tran- 
saction records of each sale of the association 
for the representative years 1928, 1933, and 
1938 were taken. Information regarding each 


transaction includes: the method of sale, the 
type of sale, the type of buyer, and the 
method of transportation. From the analysis 
of these data, both the actual practices and 
the trends occurring can be determined. 
Also, variations occurring between the prac- 
tices of the various groups of buyers when 
purchasing from cooperative associations 
will be ascertained. This information should 
assist cooperatives in making adjustments to 
meet the changes which are occurring in the 
field of wholesale distribution. 

This study is directed by J. H. Heckman, 
Senior Agricultural Economist, Cooperative 
Research and Service Division of the Farm 
Credit Administration. 


Bureau of Foreign and Domestic Commerce 


Since the first of the year a number of 
organizational and functional changes have 
been made in the Bureau of Foreign and Do- 
mestic Commerce—all designed to increase 
the usefulness of its work. For many years 
the Bureau has been primarily concerned 
with the promotion of foreign trade and has 
developed many important and valuable 
services in that field. Conditions during more 
recent years have demanded greater atten- 
tion to domestic questions. The changes 
which have been and are being made should 
enable the Bureau to function more effec- 
tively on this broader front without sacri- 
ficing any essential service to business in its 
foreign trade promotional activities. 

Basic Problems Service. Divisions con- 
cerned exclusively with economic and sta- 
tistical work have been grouped together and 
placed under the direction of Ernest A. Tup- 
per, Chief Statistician of the Bureau. These 
consist of the Division of Business Review, 
the National Income Division, the Division 
of Foreign Trade Statistics, the Marketing 
Research Division, the Construction and 
Real Property Division, and the Special Re- 
search and Analysis Section. 

The Division of Business Review will con- 
tinue to have responsibility for preparing 
and editing the Survey of Current Business. 
It will develop significant series showing 
changes in manufacturers’ sales, orders and 
inventories (already in the process of being 
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firmly established). In addition, this division 
will undertake intensive analysis of business 
conditions and business prospects. 

The National Income Division will carry 
forward its work of estimating national in- 
come by sources and of income paid out by 
type of payment. It will continue the prep- 
aration of State breakdowns of income pay- 
ments. It will shortly take over and carry 
forward the work of the National Bureau of 
Economic Research in the field of capital 
formation and final product analysis. This 
Division will also undertake to make com- 
prehensive estimates of the volume of public 
and private debt. It is hoped that work in 
the field of distribution of income by in- 
come classes among families and individuals 
can be initiated in the not too distant fu- 
ture. 

Several important changes are being made 
in the character of the work conducted by 
the Division of Marketing Research. A con- 
siderable part of the resources of this Divi- 
sion has been devoted in the past to the 
study of specific marketing problems of in- 
dividual industries. In the future marketing 
studies which are primarily of significance to 
a single industry will be handled by the ap- 
propriate industrial division of the Bureau 
with the advice and guidance of the tech- 
nicians in the Division of Marketing -Re- 
search. The work of the Marketing Research 
Division will tend more in the direction (1) 
developing from existing governmental and 
non-governmental sources basic data which 
may be used to measure market potentials, 
(2) developing from case studies a body of 
information regarding the relative merits of 
the several practices employed in handling 
various phases of the different marketing 
functions, and (3) encouraging, stimulating 
and developing studies designed to improve 
relations between producers and consumers. 

The Division of Foreign Trade Statistics 
will continue to compile and prepare for 
publication the statistics of United States 
foreign trade. Special effort will be made to 
follow current trade movements more in- 
tensively in order that significant changes 
can be more quickly detected and brought to 
the attention of the government and the 
public. 


The Construction and Real Property Sec- 
tion will continue to prepare its estimates of 
construction activity, and will supplement 
its present annual estimates with quarterly 
or monthly figures. The Section will also con- 
tinue its studies of the major influences 
which operate upon the volume of various 
types of construction outlays. More em- 
phasis will be placed upon the development 
of adequate information concerning the mar- 
ket for residential construction in individual 
cities, and the present activities of the Sec- 
tion in the collection of locally-compiled data 
on residential vacancies will consequently be 
expanded. 

The Special Research and Analysis Sec- 
tion has been recently established in order to 
have a flexible group of people, free from 
routine responsibilities, available for re- 
search on exceptional, emergency and non- 
recurring problems. This unit will be con- 
cerned chiefly with research leading toward 
the modification and removal of practices 
which tend to retard business and toward the 
acceptance of practices which should tend to 
improve business, increase employment, and 
add to the national income. 

Industrial Service. The industrial divi- 
sions of the Bureau have been placed under 
the direction of Carroll L. Wilson, Executive 
Assistant to the Director. They will continue 
their essential services in behalf of the coun- 
try’s foreign trade. In the domestic field, 
they will extend their current analyses of the 
flow of trade in their commodities. The in- 
formation thus developed should assist busi- 
ness men in reaching sounder individual day- 
to-day decisions and thus in achieving 
greater stability in their operations. These 
analyses will include consideration of con- 
ditions in individual industries in relation to 
those in business as a whole, as well as the 
types of operating policies in the several in- 
dustries which appear to be most effective in 
dealing with specific current situations. 

The industrial divisions will encourage 
and assist trade associations in the develop- 
ment of a more detailed reporting of current 
trade statistics, in order to furnish a better 
up-to-the-minute basis for individual busi- 
ness judgments. This is a field in which busi- 
ness can best serve its own needs, with the 
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inspiration and counsel of the Bureau staff. 
The Commodity Reporting Program, by 
which name this promotional effort is known, 
is a coordinated long-term project of the 
ureau, in cooperation with the Bureau of 
the Census and other government agencies. 

Another field of activity of the industrial 
divisions lies in analyses of the markets for 
their products and the study of opportunities 
for normal expansion and stabilizing di- 
versification in individual industries. This 
will include the study of specific industrial 
and consumer products in relation to con- 
sumer and national income and the pattern 
of consumer or industrial expenditure for 
those products. 

International Service. The several tech- 
nical divisions of the Bureau whose principal 
activities relate to the economic situation in 
foreign countries, now constitute a distinct 
group under the direction of Grosvenor M. 
Jones, Assistant Director. These divisions 
are Regional Information, Finance, Foreign 
Tariffs, Commercial Laws, Trade Agree- 
ments Unit, and Foreign Service Liaison. 

By placing all of these divisions in one 
group, it will be possible to function more 
effectively, and to handle in a more compre- 
hensive manner international economic 
problems that involve several of these divi- 
sions. Since the outbreak of the present war 
in Europe many of these problems have be- 
come so complex and their various phases are 
so interrelated that each such problem must, 
in the last analysis, be viewed as a whole. 
Moreover, these problems must be studied 
from the standpoint not only of their im- 
mediate effects, but also of their probable 
bearing upon conditions prevailing at the 
close of this war. 

The Commercial Information Service. The 
Commercial Information Service has been 
established under Bruce Berckmans, Assist- 
ant Director, to coordinate the general refer- 
ence and inquiry work of the Bureau and to 
improve the quality of distribution of the 
Bureau’s services to business. In this work 
the Commercial Information Service, com- 
prising the Commercial Intelligence, Edi- 
torial, and Correspondence Divisions, has 
been set up solely for the purpose of im- 


plementing the dissemination of the work 
produced by what might be called the “‘crea- 
tive divisions.” It is intended that the Com- 
mercial Information Service will in no way 
overlap or duplicate the services performed 
by the Industrial, International, or Basic 
Problems Divisions, but will relieve these 
Divisions to considerable extent of purely 
routine publication and inquiry activities. 
Centralizing these activities should not only 
expedite the dissemination of information 
but should actually, through operating econ- 
omies, make available considerable funds for 
more constructive purposes. 

Field Service. The Field Service of the 
Bureau, also under Mr. Berckmans, com- 
prising thirty-five District and Cooperative 
Offices located in the principal business cen- 
ters of the country, is likewise a service 
organization. It implements the distribution 
of the Bureau’s services to business by mak- 
ing available at convenient points through- 
out the country the results of the creative 
divisions of the Bureau. It is intended to 
strengthen these activities by converting 
District Offices located in Federal Reserve 
centers into Regional Offices so that the 
Field Service will be in the position not only 
to disseminate services from the Bureau to 
business, but also to enable the Bureau to 
obtain at first hand reliable reports regarding 
the business conditions and business inter- 
ests of various regions or geographical areas 
at any given time. Moreover, as the services 
of the Bureau in the field of domestic com- 
merce are improved and broadened, these 
will be implemented by the Field Service in 
much the same manner as their long recog- 
nized activities in the field of foreign com- 
merce in the past. 

Monthly Industry Survey. A monthly sur- 
vey has been initiated by the Division of 
Business Review to meet the need of busi- 
ness men, economists and statisticians for 
current and comprehensive data measuring 
the month to month fluctuations in the value 
of manufacturers’ inventories, new and un- 
filled orders, and shipments. 

The study was undertaken to fill certain 
important statistical gaps in existing current 
business information. There have been avail- 
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able in the past no general data covering the 
value of inventories for manufacturing as a 
whole or its major segments on a monthly 
basis nor have comprehensive current figures 
on the value of orders and shipments been 
compiled. 

Since inventory fluctuations are of con- 
siderable significance in business movements 
and the bulk of such changes occur in manu- 
facturing industries, it was considered im- 
portant to secure such data on a monthly 
basis. Similarly, it was thought that the 
inter-relationship between the four series 
covered in the survey would throw light on 
some of the important factors underlying 
current changes in business activity. For ex- 
ample, the relationship of incoming business 
to shipments, when considered in connection 
with the inventory trend at the time would 
indicate the extent to which production was 
being maintained by backlogs of unfilled or- 
ders and by inventory expansion. Likewise 
data showing the magnitude of unfilled or- 
ders provides some indication of the support 
which production may receive from previ- 
ously accumulated orders. 

The magnitude and rapidity of inventory 
fluctuations in manufacturing as revealed by 
the data thus far compiled are worth noting. 


Between the end of June 1939 and the end of 


February 1940 manufacturers’ inventory 
holdings were built up on a value basis by 
over $1,200,000,000. During the last quarter 
of 1939 the rate of accumulation amounted 
to about $300,000,000 per month. This was 
undoubtedly a major factor in the rapid rise 
in industrial production which occurred i 
the latter part of 1939 and which pen 
the production index to a record high in 
December. 

The first schedules in the new Survey were 
distributed for the month of November 1939. 
The response to this canvass, conducted en- 
tirely on a voluntary basis, was extremely 
satisfactory and evidenced wide-spread in- 
terest in this type of statistical data on the 
part of business concerns. At the present 
time, the sample includes companies which 
account for more than one-third of total 
manufacturing activity in the United States. 
The inventory holdings of the cooperating 


companies amounted to more than $4,000,- 
000,000 at the end of February 1940. Febru- 
ary shipments of these companies amounted 
to about $1,500,000,000. 

The size and composition of the sample 
are now considered adequate, with proper 
weighting, to provide a reliable measure of 
the monthly movements in the items cov- 
ered for manufacturing as a whole and for a 
large proportion of the major industry 
groups. However, the sample coverage by 
industry varies considerably and in certain 
instances the data are not as yet sufficiently 
representative to justify publication of sepa- 
rate figures. Efforts are being directed toward 
elimination of such deficiencies and it is ex- 
pected that the amount of detail contained 
in the published reports will be expanded in 
future months. 

The first summary report released for gen- 
eral distribution covered the month of De- 
cember 1939. Reports have been issued on a 
monthly basis since that time and may be 
secured from the Bureau of Foreign and Do- 
mestic Commerce. 

Annual Retail Credit Survey. The study 
this year will be similar to the previous re- 
ports with one principal exception. This year 
a special analysis will be made of selected 
balance sheet data which have been included 
in the schedule for the first time. This new 
material takes the place in the report of last 
year’s analysis of credit and installment 
terms. 

Effort has been made in each of the recent 
annual reports to improve the sample. Last 
year the sample was increased 45 per cent 
with a total of 2,500 reporters; this year the 
sample has been increased to 4,000 reporters, 
a gain of about 60 per cent. 

The report will carry the usual analysis 
and statistics dealing with cash and credit 
sales, collection ratios, and bad debt 
losses. 

The Annual Bad Debt Loss Survey. This 
survey was initiated last year with the co- 
operation of the National Association of 
Credit Men. The first report was published 
by Credit and Financial Management. This 
year the report will be published in the July 
issue of the Survey of Current Business and 
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reprints will be available for general distri- 
bution. 

The report will present an analysis of both 
gross and net bad debt losses of wholesalers 
and manufacturers. The new study will also 
contain a further analysis of bad debt losses 
for the respective years, according to the age 
of the accounts written off. Data have also 
been secured for the first time to show charac- 
teristic terms offered by both wholesalers 
and manufacturers. These new data will per- 
mit of an examination of the relations be- 
tween bad debt losses and credit terms. 

The report, as usual, will show an analysis 
by kind of business, size of establishment and 
regional location. 

Consumer Installment Credit Reports. As 
the first step in a new program being devel- 
oped by the Credit Analysis Unit of the 
Marketing Research Division the first re- 
lease of a series dealing with consumer in- 
stallment credit has been issued. This initial 
release presents monthly data on outstand- 
ings and consumer loan volume of industrial 
banking companies from 1929 through 1939. 
Similar statistics are to be developed on a 
monthly basis for other principal types of 
agencies lending to consumers on an install- 
ment repayment basis. Personal loan depart- 
ments of commerical banks, personal finance 
companies, and credit unions are the agen- 
cies from which the Bureau plans to secure 
data comparable to the industrial banking 
figures. When this work for cash lending 
agencies has been established, the Bureau 
will undertake the preparation of current 
material on the installment volume of retail 
establishments. The retail reports will sup- 
plement the data which the Bureau now pre- 
sents annually in the Retail Credit Survey. 

The data which will be presented in this 
series are a continuation of material on con- 
sumer installment credit volume developed 
on a monthly basis from 1929 through 1938 
by the National Bureau of Economic Re- 
search. As a cooperative project with the 
Department of Commerce and the Russell 
Sage Foundation, the National Bureau of 
Economic Research has prepared separate 
series on credit volume and related factors 
for the principal cash lending agencies and 


the major retail trades featuring deferred 
payment sales. All of these series will be 
brought up to date and continued currently 
by the Department of Commerce. 

Trade Association Directory, 1940 Edition 
(National and Interstate). Arrangements 
have been made to bring the Directory of 
national and interstate trade associations up 
to date. A press release has been issued an- 
nouncing these plans. In the current Direc- 
tory some 2,700 national and interstate 
groups will be listed. A summary of principal 
activities will indicate for each association, 
together with the address, year organized, 
name of chief executive, approximate size of 
staff, and approximate number of members. 
An index by commodities will also be in- 
cluded as well as other general information of 
a useful character with reference to growth 
in number and importance of associations in 
the United States, aids of the Department 
of Commerce and other Federal Agencies to 
associations, and a bibliography of govern- 
mental and non-governmental 
trade association matters. 

National Income Studies. Released in the 
April 1940 issue of Survey of Current Busi- 
ness were estimates of income payments to 
individuals, by states, for the years 1929 
through 1938, prepared by the National In- 
come Division. This Division has also made 
progress with revisions of estimates of na- 
tional income for the years 1929 through 
1938 and their extension for 1939. These fig- 
ures will be released in the June 1940 issue of 
the Survey and a bulletin reporting data in 
more detail and incorporating some analysis 
and brief explanations of sources and meth- 
ods will be issued during the summer. A 
survey of gross and net debt in the United 
States for the years 1929 through 1939 is 
being completed and will be released in the 
June 1940 issue of the Survey, to be followed 
by a bulletin on this subject. A bulletin on 
monthly income payments in the United 
States, 1929-1940, has gone to press. Some 
exploratory work has been accomplished in 
the field of final product analysis. 

Concentration Studies. The Special Re- 


books on 


search and Analysis Section continued the 
preparation of the three studies it has been 
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making for the Temporary National Eco- 
nomic Committee. The first study, titled 
“The Integration of Manufacturing Opera- 
tions,” is concerned with the analysis of the 
extent and significance of central-office op- 
erations, as measured by the number of 
establishments, wage earners, value of prod- 
uct, etc. The functional relations of estab- 
lishments within central offices are classified 
and analyzed. 

In the second study, ““The Concentration 
of Production in Manufacturing,” 1,807 cen- 
sus products have been analyzed and the 
concentration in the manufacture of these 
products has been measured in terms of the 
proportion of the total value of each product 
accounted for by the four largest producers. 
The products have been selected to give a 
cross-section picture of product concentra- 
tion as it existed in 1937, and are being stu- 
died to determine the factors with which 
concentration is associated. 

The third project relates to ““The Product 
Structures of Large Corporations.” Produc- 
tion statistics for the fifty largest manufac- 
turing corporations (selected on the basis of 
their value of product) have been analyzed 
to determine the number of products manu- 
factured, the proportion of total United 
States value of each product accounted for 
by each company and the contribution of 
each product to the companies’ total value 
of products. In addition the significance of 
these fifty companies in relation to all manu- 
facturing has been evaluated. 

Construction Statistics. It is expected that 
a bulletin will be issued shortly on fluctua- 
tions in capital outlays of municipalities, 
covering the magnitude of durable goods ex- 
penditures, the methods of financing, and 
the factors influencing the volume of munici- 
pal outlays. 


Bureau of Home Economics 


Women’s Measurement Study. Encour- 
aged by the results of the Children’s Meas- 
urement Study, which was completed last 
year, the Bureau of Home Economics has 
initiated a similar project in order to provide 
basic measurements of women, with a view 
to improving the fit of women’s ready-made 


clothing and the sizes of patterns for wom- 
en’s garments. This new study is a coopera- 
tive W.P.A. project, sponsored by the Bu- 
reau. 

Cooperators participating in the study are 
the Universities of Arkansas, California, and 
Maryland, the Chicago Board of Education, 
New Jersey College for Women, Women’s 
College of the University of North Carolina, 
and Pennsylvania State College. Measure- 
ments are also being taken in the District 
of Columbia. 

Women are volunteering to be measured 
through various women’s clubs, parent- 
teacher and church associations, retail stores, 
and government organizations. It is hoped 
eventually to have a representative sample 
of American women from various parts of 
the country. Fifity-eight measurements used 
in clothing construction are being taken on 
each woman. 

Increasing the Use of Cotton. As part of 
the general program for increasing the use of 
cotton now under way in the U.S. Depart- 
ment of Agriculture, the Bureau of Home 
Economics has designed and released to the 
trade over $0 types of full-fashioned cotton 
hose for women. Early reports from the man- 
ufacturers indicate that at least one of these 
designs for mesh hose is now in commercial 
production and several others are under con- 
sideration. 

Manufacturers interested in developing 
the large potential market for cotton hose 
for nurses’wear will soon be able to obtain 
helpful data from a service test being made 
by the Bureau of Home Economics as part 
of the cotton hosiery project. For this serv- 
iceability test, 68 trained nurses are wear- 
ing plain-knit, full-fashioned, white cotton 
hose made up according to the Bureau of 
Home _ Economics _ specifications. Full- 
bleached cotton hose have several advan- 
tages for nurses’wear. They can be sterilized 
to rid them of disease bacteria without injur- 
ing the cotton fiber, and they stay white 
through any amount of washing. 

Investigation of the possibility of increas- 
ing the production and use of cotton hose 
was started two years ago by the Bureau at 
the request of the Congress of the United 
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States. Samples of the new cotton hose are 
on view at the Department of Agriculture, 
Washington, D. C., and in New York City 
at the offices of the Cotton-Textile Institute 
and the Mercerizers Association of America. 


Bureau of Labor Statistics 


Prices and Cost of Living. Using a modi- 
fied list of commodities and weights as de- 
termined by the 1934-36 family expendi- 
tures study, the quarterly cost of living index 
has been revised back to 1935. The monthly 
food cost index, which enters into the general 
cost of living figures, has been similarly re- 
vised. The indexes are now presented on a 
new base period, the average of the five years 
1935-39. A description of the revision is to 
be presented in the July issue of the Monthly 
Labor Review. 

An experimental price collection is being 
made for a limited number of items in six 
cities in stores patronized primarily by ne- 
groes and Mexicans to determine whether 
significant differences in prices exist between 
these outlets and those covered in the Bu- 
reau’s regular quarterly collection for cost of 
living data. The experimental pricing is 
being done as of March and June 1940. 
Stores patronized by races other than white 
will be added to the Bureau’s list of outlets 
if significant differences are found. 

A history of the Bureau’s rent indexes is 
being prepared. This report will include data 
on rents from surveys of family expenditures 
from 1889 to the present. It will contain a 
description of methods used in securing in- 
formation and constructing rent indexes with 
special emphasis on the revision of the Bu- 
reau’s rent samples in 1937 and 1938. It will 
also include some details of rent changes not 
previously published by the Bureau. 

Indexes of rents for Manchester, New 
Hampshire, have been issued for the first 
time. The indexes are for dwellings of differ- 
ent types and are for quarterly periods from 
March 19365 to date. 

A series of individual city reports is being 
issued on prices of bituminous coal, from 
1935 to date, the data having been reclassi- 
fied by kind and size of coal. The §1 cities 
covered in the current reports are included. 


In consultation with manufacturers’ rep- 
resentatives, the specifications of rug and 
carpet items priced at wholesale by the Bu- 
reau have been revised to represent current 
volume sellers and prevailing marketing 
practices. A mimeographed statement re- 
garding the revision is available upon re- 
quest. 

Labor turn-over. Since January 1940, 
labor turn-over rates have been published 
for 29 states in addition to the rates for 33 
industries and the combined rate for 144 in- 
dustries and all states. The 29 states are 
those in which the reporting sample is con- 
sidered sufficiently representative to warrant 
the publication of separate figures. 

Wages and Hours. A study of wages, 
hours, and working conditions of firemen and 
policemen has been completed. The study 
covered all cities of 25,000 population or 
over, and was made as a W.P.A. project. 
Separate reports will be issued for each of 
the nine geographic divisions, for policemen 
and firemen. The first report, on firemen in 
New England cities, is now available for 
distribution. 

Work has been begun on four new surveys 
of wages and hours. They will be concerned 
with (1) coastwise longshoremen and related 
occupations in six Southern ports, (2) jew- 
elry, (3) the drug industry, and (4) hosiery, 
a special survey of nine plants in the South. 

Construction. For several years the Bu- 
reau has been issuing quarterly estimates of 
the number of dwelling units provided and 
the value of new residential building in the 
urban areas of the United States. Beginning 
with the first quarter of 1940, the estimates 
include the entire non-farm area of the coun- 
try; the area added covers all places with a 
population under 2,500 not on farms. An 
analysis is being made of the basis for deter- 
mining building permit fees in various cities, 
i.e., whether the fee charged is based on the 
total value of the building, square feet of 
floor space, cubic feet of content, etc. 


Securities and Exchange Commission 


The Commission has just published Vol- 
ume III of the Survey of American Listed 
Corporations. This report makes available 
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the more important and comparable data 
for the years 1934-1938 filed with the Com- 
mission in the registration statements and 
annual reports of corporations in nine in- 
dustry groups. 

The industries covered in Volume III are: 
Distilled Beverages (assets over $10,000,000 
each); Paints and Varnishes; Vegetable Oil; 
Drugs and Medicines; Toilet Preparations 
and Soap; Cement; Building Materials Other 
Than Clay Products and Cement; and Build- 
ing Equipment. 

Decisions of the Securities and Exchange 
Commission for the period February 1, 1939 
to May 31, 1939, Volume IV, Part II, has 
been printed, and copies may be obtained 
from the Superintendent of Documents, 
Government Printing Office, Washington, 


D.C. 


C. RESEARCH IN PRIVATE ORGANIZATIONS 
Dun and Bradstreet 


Retail Operating Cost Survey. After a 
three-year interim, typical retail operating 
costs and profits are being compiled again 
under the direction of Walter Mitchell, Jr. 
The present survey will be based on the 1939 
operating statements received from over 
15,000 concerns located in all sections of the 
country and representing 60 or more lines of 
retail trade. Gross margin, inventory turn- 
over and detailed expenses will be included 
in the survey results—scheduled for publica- 
tion in July or August. The ratios will be 
presented according to type of business and 
size of store. Ratios showing regional experi- 
ences and buying policies will also be pre- 
sented for those retail lines where a sufficient 
sample is available. Prof. Theodore H. 
Brown of the Harvard School of Business 
Administration is acting as technical con- 
sultant. 

Studies of Big Business. An early issue of 
Dun’s Review will carry the fifth in the 
series of articles by Edwin B. George on the 
size of business. This latest installment will 
discuss “why big business got big.’”’ What po- 
litical, social and economic factors produceu 
it? To what extent are its foundations logical 
and is there a stage of growth where logic 
becomes irrelevant? What are the problems 


in judging success and failure, and what 
should be the standard for such efforts? 

Study of New Businesses. A detailed study 
of a sample of new business enterprises is 
being planned with a view to determining 
the source of the capital used, the age and 
previous experience of the entrepreneurs and 
previous uses of the locations occupied. The 
births of almost all new enterprises are im- 
mediately and automatically recorded be- 
cause of their need for credit, and this fur- 
nishes a unique reservoir of material for the 
study. This study may be supplemented 
later by studies of the reactions of prices to 
the advent of new enterprises in a particular 
industry as well as the extent to which new 
or novel products are introduced. 


Institute of Distribution 


The legal department of the Instituté has 
recently completed (1) “Summary of Princi- 
pal Provisions of State Property Tax Laws,” 
(2) “State Taxes on Net Incomes of Domes- 
tic and Foreign Corporations.” These sur- 
veys are being issued as supplements to 
The Retailers Manual of Taxes and Regula- 
tions, published annually by the Institute. 

The preparation of the 1940 edition of the 
Manual has begun with fourteen separate 
intensive surveys either started or soon to be 
started in order to make the 1940 Manual 
accurate and comprehensive in all details. It 
is expected that the Manual will become 
available late next autumn and that it will 
cover several important new subjects. 

The Institute recently published a United 
States map for general distribution among 
those having an interest in chain stores, which 
shows for each state, the aggregate esti- 
mated annual expenditures by chain stores 
for merchandise and supplies, local salaries 
and wages, rents, advertising, taxes, repairs, 
equipment, fuel, electricity and other service. 
These estimates of aggregate annual expend- 
itures by chain stores in each state are based 
upon the results of a survey, certified by the 
public accountants Peat, Marwick, Mitchell 
and Company, that was conducted by the In- 
stitute of Distribution in cooperation with 
four other national associations serving chain 
stores of various types. 
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The overside of this map presents the pro- 
portion of retail trade obtained in each state 
by chain stores; the proportion of retail 
stores in each state that are chain stores, and 
the state by state distribution of chain store 
stockholders. Titled “Do You Know What 
Chain Stores Mean to America’s 48 States 
and the District of Columbia?” it is avail- 
able at 5¢ per copy. 

Several months ago, under title “Opposed 
to Hamstringing Chain Stores,” the Insti- 
tute of Distribution published a compilation 
not only excerpting more than 400 resolu- 
tions in opposition to punitive taxes on chain 
stores that had been adopted by various 
civic, professional and business groups 
throughout the United States, but also brief- 
ing published statements made against dis- 
criminatory chain store legislation by a score 
of responsible community, governmental and 
business leaders. 

Since the publication of this first compila- 
tion, many hundreds of additional organiza- 
tions and individuals have joined the ever- 
growing group who have publicly scored 
punitive chain store legislation. Conse- 


quently, a second volume of the compilation 
is presently being prepared by the Institute 
of Distribution that, when completed, will 
include these additional statements in op- 
position to anti-chain store legislation. 
The Institute has recently published a 24- 
page booklet entitled ““The Case of the Small 
Merchant Grown Larger.” It demonstrates 
how single store merchants, in the face of the 
keen competition of every other type of 
merchant, large and small, chain and inde- 
pendent, have grown and prospered. 


McGraw-Hill Publishing Company 


Food Industries. There has just been com- 
pleted two market studies to determine con- 
sumer viewpoints regarding certain phases of 
the food industries. These “‘polls’”—to use a 
current popular term—were conducted for 
Food Industries by Hartwell, Jobson and 
Kibbee. 

About the time this item appears—or 
shortly thereafter—the results will appear in 
Food Industries under the titles “Food Man- 
ufacturers’ Public Relations” and “Food 


Manufacturers’ Advertising.” 
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THE PioneEeER MERCHANT IN Mip-AMERICA, 
by Lewis E. Atherton. Columbia, Mo.: 
University of Missouri, 1937, Pp. 135. 


Many periods in history are practically 
unexplored with respect to marketing meth- 
ods and agencies. Except for unrelated 
monographs dealing with the history of in- 
dividual enterprises and broader expositions 
touching only incidentally upon marketing 
the available published literature is sparse. 

Dr. Atherton’s study pierces the obscurity 
of the period from about 1820 to 1860 in 
“Mid-America.” In general this title refers 
to the territory now included in Iowa, Illi- 
nois, and Missouri. During the frontier stage 
of this area, and in the transition period 
which followed, the merchant was an in- 
tegral part in the social, economic, and po- 
litical life; he was also a strong force in 


transforming the primitive economy. 

The pioneer merchant is discussed in the 
first chapter. His origin and training and his 
activities as leading citizen, postmaster, and 
politician, are portrayed in an interesting 
fashion. The merchant assumed the double 
burden of banker and dealer in agricultural 
crops. His varied stock of goods liberated the 
resident of the West from the necessity of 
remaining a jack of all trades. He brought to 
the West the products of the more special- 
ized communities of the East and Europe, 
and, with these, the challenge to the West to 
lift itself to a higher degree of economic 
organization. 

Chapter two analyzes the development of 
the western store from the early peddler 
through flatboats or floating stores to per- 
manent structures. The physical plant of the 
frontier store is carefully described from var- 
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ious mercantile records and “‘day books’”’ of 
the period. The store in operation—the ever- 
present barter and higgling, the purchases of 
luxuries as well as necessities, differences in 
cash and credit prices—all this is shown in a 
manner which holds the reader’s attention. 

Wholesale markets in the South, East, and 
West are next described. Changes in trans- 
portation, the shift from a north-south to an 
east-west traffic, the heavy transportation 
costs and insurance rates, are treated in this 
chapter. Full fledged wholesale towns could 
not develop in the West until the retail trade 
was well established. The merchant had to 
rely on eastern firms for goods. Philadelphia 
and Baltimore lost trade to New York after 
the opening of the Erie canal. The appear- 
ance of the railroad completely revolution- 
ized the technique of wholesaling and ended 
the pioneer period of merchandising in Mid- 
America. 

The fourth chapter summarizes business 
organization and methods, including types of 
mercantile operation, bills, exchange and 
currency, advertising, credit and accounts, 
and the role of the merchant in the produce 
trade. ‘From the arrival of white settlers in 
sufficient numbers to support local stores to 
the beginning of the railroad age in the late 
fifties, merchandizing in Mid-America re- 
mained much the samein its general out- 
lines.” 

Although in this study some generaliza- 
tions may appear to be drawn on the basis of 
insufficient evidence, Dr. Atherton has pre- 
sented his conclusions cautiously and with a 
wealth of primary sources to sustain his state- 
ments. In portions of the monograph, a super- 
abundance of illustrations makes it a bit 
tedious, but this is noticeable only in a few 
places. It is adequately documented and pre- 
sents the material in a scholarly and interest- 
ing manner. 

PerHAM C, NaHL 
Oklahoma Agricultural and 
Mechanical College 


A History or THE Business Man, by 
Miriam Beard. New York: The Macmillan 
Company, 1938. Pp. vi, 779, $5.00. 


This is not a history of the American busi- 
ness man but a history of the business man 
in the. leading countries from antiquity until 
recent times. Nor is it a history of the meth- 
ods and organizations used by the business 
man; it is one interpretation of some of the 
business life of the past against a background 
of economic, social, political, and religious 
development. 

In Part I Miss Beard treats briefly the 
business man of early Asia, Greece, Africa, 
and Rome. In Part II, about one-third of her 
book, she deals with the business man when 
the Italian, Dutch, and German cities were 
at the height of their power. The third part 
discusses business men when the European 
states were attaining national strength and 
Parts lV and V, about two-fifths of the book, 
treat the period from the European indus- 
trial revolution until recently. 

According to Miss Beard the business man 
has usually found himself in conflict with 
the agrarian and military elements of so- 
ciety. “Unable to romanticize his lineage, or 
uninterested in the attempt, the business 
man has opposed the idea of change to the 
principle of continuity. A fellow of obscure 
origins, he excited suspicion from the be- 
ginning by his eagerness to traffick with 
strangers and accept their ideas as well as 
goods. He moved too continually to acquire 
a romance, save what his connection with 
the perilous seas or the treasures of distant 
lands might win him. He was forever break- 
ing down the fixed attitudes of mind in or- 
dered societies, tempting people to want 
more than they could pay for, overshadow- 
ing the oldest and noblest possessors of the 
soil by his wealth and ostentation. He 
dragged high families into debt and bought 
them out. He demoralized landed gentry; he 
lived in sensation-hungry cities, fattening 
upon the land. He was the perpetual par- 
venu, the everlasting disturber and ex- 
pander, who had cut himself off from the 
dark mysteries of blood and soil, the in- 
stincts and emotions that sprang from the 
furrows. He destroyed the fixed, hierarchical 
and agrarian order of things by introducing 
temptations and doubts, by outshining the 
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old ruling classes, or overthrowing them in 
revolution.” 

It is the story of this conflict in century 
after century that Miss Beard relates. Most 
of the facts which she has used are well 
known and no important questions can be 
raised concerning them, but her interpreta- 
tive generalizations are at times too sweep- 
ing and inclined to be sensational. It is easy 
to agree with her, however, that the actions 
of too many business men have been re- 
proachable, but, of course, no more so than 
the actions of any other class of society. 

Frep M. Jones 
University of Illinois 


GRAPHIC PRESENTATION, by Willard C. 
Brinton. New York: Brinton Associates, 
1939. Pp. 512. $5.00. 


As the reader turns the leaves of this new 
volume, he is impressed with the fact that 
here is a book in which the compiler has com- 
pletely achieved the purpose he set out to 
accomplish. Graphs, as stated in the fore- 
word, are a universal language: ‘““Wherever 
there are data to record, inferences to draw, 
or facts to tell, graphs furnish the unrivalled 
means whose power we are just beginning to 
realize and to apply.” 

This is a sweeping statement, and sweep- 
ing in its scope is the book itself. In its 512 
pages there are 676 illustrations reproduced 
in color as well as in black and white. These 
pictures have been drawn from an enormous 
range of sources, which is evidence in itself 
of the thorough familiarity of the author 
with the work he has undertaken. 

The volume is divided into two distinct 
parts. The first 366 pages deal with the sub- 
ject, ““How to Read a Chart.” Rather than 
confining such useful information to text ma- 
terial exclusively, every page contains one or 
more appropriate illustrations to clinch the 
points which are emphasized. Furthermore, 
the diagrams offered by way of illustration 
are classified according to their uses and sig- 
nificance, and these classifications are 
grouped into chapters. This happy arrange- 
ment facilitates the use of the book in the 
hands of one who is searching for exactly the 
right type of graph or diagram necessary to 


illustrate effectively certain data, trends or 
conditions. Thus the chapter headings con- 
tain such descriptive terms as classification 
charts, organization charts, relationship 
charts, flow charts, bar charts of many kinds, 
maps of a dozen types, curves under five 
headings, and numerous others. 

The latter part of the book treats the sub- 
ject, ““How to Make a Chart.’ Again the 
techniques presented are classified by chap- 
ters and include a wide range from drawing, 
lettering, printing, to the use of the camera 
and a dozen ways of effective reproduction. 

With respect to the last, effective repro- 
duction, the book is a unique example. From 
cover to cover it has been printed by the 
photo offset process, and the author explains 
that were it not for this fact, the book would 
not have been feasible. Throughout its pages, 
liberal use has been made of color, not. to 
satisfy a whim of the author, but “to test 
whether color is worth while in graphic pres- 
entation.” 

All in all, Graphic Presentation will be 
found to be an extremely useful reference for 
analytical students, writers of reports, and 
authors in general whose function it is to 
make cold, raw facts interesting and under- 
standable. 

ELMORE PETERSEN 
University of Colorado 


THe Consumers’ CoopEeRATIVE AS A Dis- 
TRIBUTIVE AGENCY, by Orin E. Burley. 
New York: McGraw-Hill Book Co., 1939. 
Pp. xiv, 339, $3.00. 

Most recent books on consumers’ coop- 
eratives are partisan or propagandist; many 
of them frankly so. As a result, readers fre- 
quently are puzzled as to how far they may 
rely upon statements of what are alleged to 
be facts and upon the judgments expressed. 
As the author points out in his preface, there 
has been a scarcity of information concern- 
ing consumers’ cooperatives as agencies of 
distribution written from the point of view 
of the professor or student of marketing. It 
is true that something toward meeting this 
need has been done by Professors Carr- 
Saunders, Florence, and Peers in their recent 
book, Consumers’ Cooperation in Great Brit- 
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ain (New York: Harper’s 1938) and, on mar- 
keting cooperatives, by Professors Bakken 
and Schaars in their book, 7he Economics of 
Cooperative Marketing (New York: McGraw- 
Hill, 1937). For the strictly consumer coop- 
eratives in this country, however, the need 
has continued to exist, and we are indebted 
to Professor Burley for his effort to meet it 
with an objective book about cooperatives 
rather than for cooperative enthusiasts. 

The book does not indicate the qualifica- 
tions for this work which the author may 
have had when he began. Clearly, however, 
he visited a substantial number of coopera- 
tive members, retail societies, and wholesale 
societies; and he gathered additional infor- 
mation by mail. The facts presented are at 
least essentially in agreement with those 
given by others and with those which I per- 
sonally have uncovered through personal in- 
terviews and through reading. In my judg- 
ment, therefore, Professor Burley’s book 
may be accepted as reliable in so far as its 
underlying facts are concerned, and surely it 
contains no evidence of bias. The coverage of 
the book is ample, including something of 
the history and theory of cooperation, a dis- 
cussion of cooperative principles, and infor- 
mation on the legal bases of cooperation, as 
well as a description of the mechanism of co- 
operation as we know it in the United States 
today. 

In the chapter on costs, where meticulous 
comparison of facts and close reasoning is 
called for, Professor Burley is not entirely 
convincing. He concludes, for instance, “‘that 
the operating expenses of consumers’ coop- 
eratives are apparently lower than those of 
private trade in parallel lines,” but he does 
not cite such figures for privately owned 
businesses performing similar functions in a 
similar manner which might support this 
conclusion. Without being unduly critical, 
one may wish that this chapter had been 
somewhat longer, more detailed and specific, 
had indicated clearly the difficulties and dan- 
gers involved in an attempt to draw infer- 
ences regarding relative cost and relative effi- 
ciency, and had explained the author’s 
reasoning fully. 

One who has wrestled with the manage- 


ment problems of cooperatives as a member 
of a board of directors may wish, also, that 
the author had pointed out more emphati- 
cally the difficulty and the importance of 
securing good management, and that he had 
gone to some pains to make what may be 
called constructive suggestions as to how the 
management of cooperatives may be im- 
proved. At one point he states that “Most 
certainly, efficient buying remains one of the 
central problems of cooperative distribution. 
And embodied in the formation of a central 
buying organization lies the major hope of a 
concentrated attack on the management and 
distribution problems of consumer coopera- 
tion.” It is true that among consumer coop- 
eratives, the purchasing function has not 
always been conducted as satisfactorily as it 
might have been. It may well be, however, 
that a more important shortcoming has been 
the lack of trained, experienced, and capable 
management such as would be taken for 
granted in a privately owned business ex- 
pected to succeed. This being true, sugges- 
tions as to how improved management might 
be provided would have been helpful. Per- 
haps there could have been more enthusiasm 
for the type of arrangement recently set up 
in Minnesota by the Midland organization 
for its centrally controlled grocery units. The 
Consumer Distribution Corporation, in some 
of its developments affecting eastern coop- 
eratives since this book was written, may 
well be working toward some similar ar- 
rangement. 

The literature of cooperation definitely has 
been enriched by Professor Burley’s work. 
Undoubtedly he will want to make certain 
revisions. in the future; and one cannot help 
hoping that the demand for the book will be 
such as to make future editions necessary. 
The book as it stands, however, will serve 
well as a text for a beginning college course 
in cooperation, especially if supplemented by 
a more colorful and partisan book, such as 
Mr. Jacob Baker’s, Cooperative Enterprise 
(New York: Vanguard, 1937), to give stu- 
dents the feel of cooperative fervor. In addi- 
tion, it will be helpful to the general reader 
who wishes to be informed about coopera- 
tives, but by one who has no axe to grind. We 
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still await, however, a really comprehensive 
appraisal of the consumer cooperative move- 
ment in this country. I should like to be one 
to urge Professor Burley to undertake that 
task by an early expansion of his book to 
include, in addition to its present contents, 
substantial material on comparative costs 
and on practical operating problems. 

Cart N. ScHMALz 

Boston, Massachusetts 


ConsuMERs’ Co-OPERATION IN GREAT BritT- 
Ain, by A. M. Carr-Saunders, P. Sargant 
Florence, and Robert Peers, New York: 
Harper and Brothers, 1938. Pp. 556. $4.00. 


This is somewhat of a handbook on con- 
sumers’ cooperatives in Great Britain. It is 
well-written, scholarly and authoritative. 

The authors interest their readers early by 
pointing out that modern cooperation did 
not get firmly rooted in 1844 as commonly 
believed, but in 1863 when the Cooperative 
Wholesale Society was formed. Cooperators 
in United States have largely overlooked the 
importance of the wholesale element. All 
through the English experience, there has 
been the spirit and interest of the labor 
unions, while here this influence has not been 
significant. Educational activities are more 
important than cooperators in United States 
have realized. Social activities, entertain- 
mént and management are tied into the edu- 
cational program. Three publication organi- 
zations are kept busy with educational litera- 
ture. Schools and colleges are part of a pro- 
gram much more elaborate than anything 
imagined here. 

Cooperation in Britain is not only eco- 
nomic in nature, but strongly social. Shop- 
ping areas have been changed, shopping 
habits modified, trading areas limited and 
defined, modes of living changed, and con- 
siderable modification of social structure has 
taken place through cooperation. The Co- 
operative Union in Great Britain has per- 
formed outstanding services in tieing the 
whole range of cooperative societies into a 
kind of holding corporation where principles 
and policies are unified and coordinated. 
Much centralization still needs to be done, 
according to the authors. 


Rather unexpectedly one finds that insur- 
ance has been one of the most successful 
branches of cooperation in Great Britain. 
Laundries, bakeries, coal mining, woolen 
mills, creameries, furniture, milling, book- 
binding, sugar, meat, and other services have 
made significant developments. But agricul- 
tural marketing societies have not had the 
growth in England that has been experienced 
in the United States. The wholesale societies 
and consumer societies seem to have opposed 
cooperative marketing of agricultural pro- 
ducers. 

Problems of profits, prices, dividends, fi- 
nancing, education of members, manage- 
ment, credit, advertising, soliciting new 
members, capitalization, recruiting em- 
ployees, working conditions, and other ele- 
ments of consumer cooperation are given 
sufficient space so that readers may get in- 
side glimpses into the every-day practice. 
Comparisons of costs and profits with pri- 
vate enterprise are not always clear. The evi- 
dence shows that costs of labor, materials 
and manufacturing are sometimes lower in 
cooperatives than in private capitalistic en- 
terprise in Britain; sometimes higher. 

The authors recognize that great complex- 
ity of the problems ahead for cooperation. 
They fear that stagnation of interest and en- 
thusiasm may envelop the enterprise. The 
very size and complexity of the movement 
generates perils. So far, cooperation has not 
evolved much in the way of clear-cut eco 
nomic theory, 1.e., permanent principles that 
may help cooperatives to become superior 
to private enterprise. No great economic 
thinkers have been developed by the move- 
ment. Management of English Cooperatives 
seems to have become engrossed in business 
activities and have partly lost sight of the 
social idealism that brought the movement 
into being. This is deplored in the text. Will 
cooperation be able to produce its own build- 
ings, machinery, transportation, communi- 
cation, and other capital goods? So far the 
movement has not shown sufficient interest 
and skill in these possibilities. 

Principles set down by the authors as 
necessary to the future of cooperation in- 
clude the following. First, cooperation is it- 
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self a complete system of economic organi- 
zation where the satisfaction of wants is to 
be achieved directly, rather than indirectly, 
i.e., as a by-product of the so-called profit 
system. Second, the interests of consumers 
should precede the interests of producers 
Production is for consumption and not con- 
sumption for production. Third, control of 
cooperation must be directed by and for the 
general body of consumers, rather than by 
and for sectional interests. Thus artificial 
stimulation of a demand for goods which do 
not contribute to better living is kept in tow. 
Fourth, the economy of effort in cooperation 
necessitates a continuous need for expansion. 
Thus an ever-increasing army of consumers 
needs to be brought into the movement to 
share in the benefit of common enterprise. 
Also an increasing number of commodities 
must be brought into the realm of coopera- 
tion. This expansion program requires co- 
ordination with agriculture, mining, fishing, 
finance, forc.stry, government. 

But many individual societies have been 
reluctant to cooperate with federated efforts. 
Centralized bodies lack power to enforce co- 
operation by uncooperative units. The third 
major defect has been the limitations of 
leadership. A few leaders have had to carry 
the burden. Too few men have been devel- 
oped who could manage and unify the vari- 
ous individual societies. The high monetary 
rewards of private industry have not been 
available in cooperation. The supply of able 
but socially minded leaders has been too 
limited and is still a difficult problem. 

Other unsolved weaknesses include a me- 
diocre educational system; opposition from 
private industry and selfish member-coop- 
erators; state interventions and politics; re- 
strictions on international trade; lukewarm 
labor cooperation in many areas. 

The authors reveal an abiding faith in the 
movement and perhaps considerable enthu- 
siasm. Yet no charges of bias or crusading 
can be made. The book is well worth reading 
for its educational value and interpretative 
insight. 


Frank A. NAGLEY 
University of Southern California 


MarkKeETING Burnep-CLay Propucts, by 
A. Hamilton Chute. Columbus, Ohio: 
Ohio State University, 1939. Pp. xx, 374. 
$3.50. 


In Marketing Burned-Clay Products, Dr. 
Chute has written one of the most carefully 
drawn-together analyses of data bearing on 
an industry that I have seen. An apparently 
adequate sample of the firms in the field has 
been interviewed, questionnaires compiled, 
and available literature combed to afford the 
basis for a competent analysis of a research 
job. For his patient thoroughness, the author 
is to be commended. The study can be pro- 
filed briefly: it presents the economic organ- 
ization and setting, the history, and the 
description of marketing functions for all 
branches of the burned-clay industry. 

Although Dr. Chute has made a brilliant 
best of this difficult assignment, it is to be 
regretted that he was not encouraged to limit 
his study to a consideration of some homo- 
geneous group of the industries which use 
burned-clay as a raw material. It is difficult 
to include in one study a group of industries 
ranging from the manufacture of various 
forms of consumers’ good (tableware and 
potteries) through such industrial goods as 
building materials (bricks, tiles) to highly 
specialized merchandise like electrical porce- 
lains. So diverse are the branches of the in- 
dustry that the author is compelled to list 
20 different commodities, each of which must 
be given more or less separate treatment. 
The problems of marketing, of organization, 
and of manufacture represented by these 
various commodities are almost as various as 
the list. As a result, their serial analysis ac- 
cording to the functions of marketing be- 
comes a Procrustean bed into which some of 
the commodities are fitted only by editorial 
determination. 

The defects which arise from the diversity 
of commodities, and the diversity of markets 
in which they may be demanded limit the 
use of the study to probably only occasional 
reference needs. There are not many ade- 
quate treatments of the marketing problems 
of industries. We could use such treatments. 
It is to be hoped that the author will con- 
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tribute monographs which will analyze the 
marketing factors of various sectors of what 
he indicates as an important and backward 
industry. 
Lawrence C. Lockey 
Philadelphia, Pennsylvania 


Rapio As AN Apvertisinc Mepium, by 
Warren B. Dygert. New York: McGraw- 
Hill Book Company, 1939. Pp. viii, 261. 
$3.00. 


This volume brings together a tremendous 
amount of facts concerning radio as an ad- 
vertising medium. ““The author has endeav- 
ored to maintain a single viewpoint, that of 
the advertiser, the man who has a right to 
some kind of yard stick to measure the ef- 
fectiveness of radio advertising and the effi- 
ciency of those who plan, build, and present 
the sponsored radio program which he pays 
for.”’ This viewpoint is maintained through- 
out the book. 

The author takes the advertiser dial shop- 
ping and points out the dual personality of 
“this radio business—that of advertiser and 
that of showman.” The suggestions he gives 
the advertiser for blending these personali- 
ties are specific. Familiar radio programs are 
analyzed to determine their effective draw- 
ing power and the author points out many 
reasons why “those who can listen” are not 
always “those who will.” The essential phys- 
ical equipment for broadcasting is considered 
briefly and its importance in putting on a 
successful program is evaluated. 

Professor Dygert points out in no uncer- 
tain terms that showmanship, talent, music, 
and type of program, as well as the time it is 
put on the air, will have a great deal to do 
with the success or failure of building a lis- 
tening audience that will be receptive to the 
advertising message. Competition in radio 
does not mean merely that you compete with 
a similar product; it means what every ad- 
vertiser with any product is doing when your 
program is on the air. The author’s treat- 
ment of this particularly important subject 
seemed all too brief to the reviewer. 

The problem of building the program and 
writing the advertising script is well cov- 
ered from the point of view of the advertiser. 


In the face of the growing need for care in 
presenting the advertising message and offerl 
the problem of station and governmenta, 
censorship is treated all too briefly. The au- 
thor makes it clear to the advertiser that 
while many radio programs are successful as 
sole methods of advertising, publicity for the 
program through other media must be had if 
the listening audience is to be brought to a 
maximum within a short period of time. Sug- 
gestions with ample illustrations are given 
for getting the listener’s reactions to a pro- 
gram, for keeping dealers interested, and for 
conducting contests. 

The problem of program testing and popu- 
larity rating has proved as difficult, if not 
more so, than copy testing in other media. 
Professor Dygert has contributed to our in- 
formation concerning this illusive yet im- 
portant problem. 

Many advertisers who are contemplating 
programs on small stations will be particu- 
larly interested in the author’s discussion of 
the use of the small station by local as well as 
regional and national advertisers. Since there 
seems to be a trend toward spot station and 
small station programs, this subject might 
well have been expanded. Foreign broad- 
casting, television, facsimile, and ultra-high 
frequency broadcasting are considered 
briefly, but in sufficient detail to point out 
their possibilities and limitations. 

Professor Dygert has brought together in 
this brief volume, data, and information of 
extreme value to advertisers who use or con- 
template using radio as an advertising me- 
dium. Students of marketing and advertising 
will find the book useful as collateral reading 
or to obtain a quick “‘painless” survey of the 
field. 

Austin S. BRATCHER 
Drake University 


PropucTSTANDARDS AND LABELING FOR CON- 
sUMERS, by Alice L. Edwards. New York: 
Ronald Press Company, 1940. Pp. viii, 

34. $2.50. 


This small volume contains a description 
of the existing agencies in the United States 
concerned with the standards and labeling 
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of products for the consumer and outlines in 
detail the procedural practices followed by 
these agencies in arriving at standards and 
labels. The extent of the activity in this 
direction is surprising and the impression is 
given that it is accelerating. The general 
viewpoint is favorable to these agencies and 
their work and the author appears to feel 
that about as much progress as could be ex- 
pected is being made on an extremely com- 
plicated problem. 

The chief limitation of the book lies in its 
restricted scope. The economic aspects of the 
problem receive only casual attention or are 
not discussed. There is, in consequence, con- 
spicuous lack of penetrating analysis on a 
number of important issues. Moreover, the 
reader fails to get a clear statement of the 
extent of standardization and labeling in spe- 
cific lines or of the make-up or composition 
of the specifications in the present standards 
or labels, or of their usefulness in their pres- 
ent form to consumers. As a description of 
the agencies and the routine followed by 
them the book is excellent. 

Warren C. WalITE 
University of Minnesota 


Tospacco—A Srupy or Its Consumption 
IN THE Unirep States, by Jack J. Gott- 
segen. New York: Pitman Publishing 


4 


Corporation, 1940. Pp. xxx, 279. $3.75. 


This careful study of the various forces 
and trends which influence the use of tobacco 
should be of interest to tobacco merchants, 
advertising men having tobacco accounts, 
and teachers of agricultural marketing. No 
other book deals with tobacco consumption 
so extensively. 

The first two chapters give detailed figures 
of tobacco consumption in the United States 
since the colonial period both in physical 
quantities and in monetary outlay. The 
author finds that family groups with an in- 
come of over $2,500 spend a relatively stable 
percentage of their income on_ tobacco. 
Chapter Three on The Physiological and 
Psychological Effects of Tobacco Consump- 
tion should be read in connection with 
Chapter Eight, Suggestions for Consumer 
Use of Tobacco. 


The next two chapters tell an interesting 
story of tobacco fashions in Europe and in 
this country. Here are analyzed the causes 
for fashion changes in tobacco and their 
relation to other movements in the fashion 
world and the public attitude toward smok- 
ing. The influence of price and income upon 
quantities used and the part that advertising 
plays in shaping consumer demand are dis- 
cussed in the following two chapters. Most 
of the data showing consumer responsiveness 
to price and the effect of changes in con- 
sumer purchasing power on quantities con- 
sumed have not previously appeared in print. 
In addition, original computations have been 
made on demand. There are many tables 
giving in convenient form considerable in- 
formation and estimates regarding advertis- 
ing by brands and companies, changes in 
brand preferences, advertising media, ap- 
peals, and so forth. 

In the final chapter, it is pointed out that 
“the purchase of a tobacco product is the 
resultant of many forces. The social factors 
are, however, dominant. These condition 
the psychological drives and determine the 
prevalent manner of consumption. Even 
within each plane of living, social conven- 
tions rule the choice of tobacco.” 

The format deserves comment; in the 
place of printing, Columbia University per- 
mitted the reproduction of this doctoral 
dissertation by the Vari-Typer and Photo- 
Offset process in order to reduce the cost of 
publication. 

ARTHUR E. ALBRECHT 


College of the City of New York 


History oF AN ADVERTISING AGENCY, by 
Ralph M. Hower. Cambridge: Harvard 
University Press, 1939. Pp. xxxv, 652. 
$4.00. 

Read as a companion piece to that famous 
trilogy on advertising agency compensation, 
this book is a distinct contribution to a better 
economic understanding of a narrow but 
vital field in marketing. Read as a personal 
history, the biography is redolent in detail 
that illuminates the stature of Francis Way- 
land Ayer, founder of N. W. Ayer & Son, 
and his associates who formulated principles 
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of operation with shadows elongated into 
seventy years of continued business. 

Ralph M. Hower undertook this assign- 
ment about the time that James W. Young 
started the study, Advertising Agency 
Compensation (University of Chicago Press, 
1933). In the interval appeared the rebuttal 
of argument and counterfacts presented on 
theory, law and practice by Albert E. Haase, 
et al., for the Association of National Ad- 
vertisers (1934), and the analysis and criti- 
cism of the Haase report by the American 
Association of Advertising Agencies (1935). 
Hower’s book might have been published 
earlier; it was financed largely by the late 
Wilfred W. Fry, son-in-law of F. W. Ayer 
and then president of the agency, whose ill- 
ness and death in 1936 was somewhat re- 
sponsible for the delay. The author says that 
Fry objected to some of the passages which 
were found “more critical and less personal 
than was expected.” 

The firm, among the oldest in advertising 
agency history, had acquired a reputation 
for holding itself aloof from competitors and 
trade associations. To some extent this repu- 
tation resulted from personal differences but 
more specifically it was due to an honest dis- 
agreement on principles of agency operation 
and compensation. The heart of the problem 
is seen clearly and continues its throbbing in 
the structure of advertiser-agency-media re- 
lationships. Traditionally all agencies evolved 
from an indefinite status designated by pub- 
lishers. The firm of N. W. Ayer & Son has 
long conducted most of its business on 
the “open-contract-plus-commission-plan,” 
in spite of the fact that two other arrange- 
ments have been used: (1) the “competitive” 
or “order” basis, which still survives in modi- 
fied form; and (2) one which was known 
as the “‘open-contract-without-commission- 
plan,” which disappeared shortly after 1900. 

The thesis of Ayer, and of Hower’s book, 
is that the modern advertising agency works 
directly for the advertiser. Most agencies 
(Ayer has long been a notable exception) are 
compensated by an arrangement which 
evolved when agents worked directly for 
media: the function was changed but the 
method of compensation persists. “If the 


agencies were independent middlemen, this 
traditional method of remuneration, though 
illogical, might be quite acceptable on prac- 
tical grounds. But advertising agencies are 
not independent as to function, whatever 
their legal position may be. They are hired 
not merely to buy the means by which ad- 
vertising is done but also to give expert 
counsel in the use of advertising as one part 
of the client’s business operation. Hence the 
basis of compensation should be one which 
does not interfere with impartial judgment 
either of advertising as a general tool for 
promoting a client’s business or of particular 
media as the appropriate means to be em- 
ployed. 

“If, however, the remuneration of the 
agency depends on the margin allowed to it 
by the media-owner, so that it stands to 
receive 10 per cent from one medium, 15 
per cent from another, and none at all from 
a third, it is subject to the temptation to 
recommend those media [and services (Re- 
viewer’s note)| which will be most profitable 
to the agency, regardless of their value to 
the advertiser. Many considerations will, of 
course, deter the agency from yielding com- 
pletely to that temptation, but it unquestion- 
ably introduces an element of bias which 
should not be present.” (pp. 248-49). The 
difference is of first importance in recogniz- 
ing the interest of the advertiser and makes 
compensation a matter of agreement be- 
tween agency and client. 

The problem is sharply focused in this 
book, but it is not solved for the industry. 
Perennially, it appears like weeds in a 
garden; another agency today is sowing its 
seeds (the fee system) by broadcasts of 
letters, questionnaires and brochures in the 
field. From many mixtures and cultures of 
the hybrid agency plant, the organism grows 
and thrives; rebates and unfair practices 
show as rust spots, but have not greatly re- 
tarded the advertising harvest. 

The original separation of the advertising 
middlemen into two groups, that is, general 
agents and special agents (publishers’ repre- 
sentatives), threw doubt and _ confusion 
around the matter of agency compensation. 
It has been assumed that the relation be- 
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tween publishers and their special agents, 
commonly called representatives today, has 
been clear enough, but this is not the case. 
With current trends toward direct selling by 
larger media, doubt is again cast upon the 
economic value and function of the media 
representatives. To Hower’s presentation 
and the original trilogy on advertising 
agency compensation may well be added a 
fifth major study on the purpose and place 
of the representative. Such a study may 
throw further light on problems inherent in 
our advertising structure. 

As a reviewer I have looked in vain for 
omissions of facts in the present book; 
Hower covers thoroughly his source material. 
But facts about the industry in general are 
much like a corpse with all the rigidities 
after rigor mortis sets in. At times Hower 
labors to avoid this picture for there is a 
great deal of pomposity among agencies 
generally. While the background is frankly 
told, there was opposition to earlier publica- 
tion, cited by N. S. B. Gras in the editor’s 
introduction. The resulting volume is one 
that would be expected from a firm which 
has ably guided the public relations and ad- 
vertising of A. T. & T., Ford, and other 
large industrial concerns. The book was five 
years in maturing after the original manu- 
script was submitted to N. W. Ayer & Son 
and Harvard University which accepted it 
as a doctoral thesis. Credit for its final re- 
lease in part goes to Ayer’s new president, 
Harry A. Batten, whose leadership now dom- 
inates the firm. 


One might desire more information of 


later years, but after all the title implies a 
history rather than a study in current prob- 
lems. Advertising men who have watched 
developments within the past fifteen years 
may without difficulty fill in some of the 
allusions to personalities and problems that 
have been sketched lightly. Current events 
are still in the province of trade press editors 
rather than the historian since sufficient 
time has not elapsed to give a true historical 
perspective. 

The author has neatly sectionalized the 
material. He introduces Part II as a detail 
in exposition for the benefit of students and 
specialists in advertising. The general reader 


is admonished to skip without qualm those 
sections which do not interest him. Fifteen 
months of work with staff assistants pro- 
duced much detail worth preserving in book 
form. The Alger-like success of Ayer himself 
may not interest some readers, but the re- 
markable frankness of presentation is seldom 
equalled in the annals of recent business 
history. Chapters X to XII, dealing with 
campaigns, services and copy, afford a stu- 
dent authoritative information and textbook 
presentation. Chapter XIII points toward 
problems and policies in dealing with ad- 
vertisers and gives some practical hints to 
practitioners. The financial and accounting 
history of the agency is interesting reading 
in distributive costs (Chapter XVIII). The 
concluding chapter gives sound economic 
and social justifications of the institution of 
advertising itself. 

Of the five books so far released in the 
Harvard Studies in Business History only 
this volume and the preceding release on 
The Massachusetts First National Bank of 
Boston, 1784-1934, have dealt with present- 
day companies. A volume, in preparation on 
R. H. Macy & Company, is anticipated. 
More of our recent institutions should 
preserve their history, all too elusive, by 
similar studies. 

The reviewer can not refrain from one 
criticism of an advertising book. The pub- 
lisher has used a rough-open front with 
open bolts. This impedes reading because 
one must trim many uncut pages. It is a 
fault of imposition which leaves narrow in- 
side margins, an annoyance to a reader and 
a decided handicap to smooth reading. A 
book this well written should not be spoiled 
by the mechanics of printing and binding. 

Howarp T. Hovpe 
University of Pennsylvania 


Crepirt Prosiems, by Harvey W. Huegy. 
Champaign, Illinois: Stipes Publishing 
Company, 1939. Pp. 73. $1.25. 


The teaching of credits and collections is 
very difficult in most universities because 
of the broad coverage which is sought in 
the limited time available. As the curricula 
of most universities are organized, the 
teacher is faced with the choice of giving the 
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student little experience of a laboratory 
nature or of sacrificing coverage in order to 
drive home points through student exercises. 

Professor Huegy offers a third possible 
solution through his Credit Problems, which 
is a volume composed of selected problems 
on perforated pages so that the solutions 
may be worked out and turned in on (or 
with) the appropriate torn out pages. Simi- 
larly, the problems offer a good source of 
examination questions. By the use of as- 
signed problems with written solutions, it is 
feasible to obtain both adequate coverage of 
the subject and thoroughness of knowl- 
edge. 

The approach is thus explained by the 
author: ‘‘Most of the credit problems here 
presented were taken from actual cases. 
They are presented in the same manner as 
they would be were they to come to you in 
actual practice, with only those changes 
necessary to avoid revealing identity.... 
At times the information presented may 
seem insufficient to permit reaching a sound 
decision. In actual practice the credit man 
frequently acts without complete informa- 
tion, feeling his experience enables him to 
judge the credit without further investiga- 
tion. Often this leads him into errors. The 
student, on the other hand, may desire too 
much information. Investigation of a credit 
takes time and costs money. The ideal in- 
vestigation is one which secures just the in- 
formation essential to a decision and secures 
it from those sources best qualified to supply 
it speedily and at low cost.” 

The credit problems are grouped into a 
number of divisions and subdivisions, each 
of which has been from three to fifteen sepa- 
rate problems. Some of the sections are: cost 
of credit and installment charges, investiga- 
tions (mercantile, personal ani character re- 
ports), retail credit (general and department 
store), installment credit, cash loans, miscel- 
laneous retail problems, mercantile problems 
based upon Dun & Bradstreet and the Credit 
Interchange Bureau, credit analysis and 
ratios, comparative figures, and credit man- 
agement. 

Some teachers will use this volume as a 
regular supplement to a standard text in this 
field, others will use it merely as a source of 


examination questions. It is believed, how- 
ever, that they will find it sound and helpful. 
| ALBERT HariINnG 
Indiana University 


THe ConsuMER IN COMMERCIAL BANKING, 
by Henrietta C. Jennings. New York: 
Consumer Credit Institute of America, 
Inc., 1939. Pp. xvii, 158. $2.00. 


During the past two decades consumer 
credit has grown at such a rapid pace that it 
now occupies a vitally important place in 
our economy. This growth has evoked much 
interest in some quarters and excitement and 
speculation in others. Moreover, it has re- 
sulted in a multiplication in both the num- 
ber and variety of agencies, all vying for 
the privilege of serving the consumer in this 
field of want satisfaction. 

Despite all this, relatively little is known 
about consumer credit in general and of 
specific consumer credit sources in particular. 
Some attempts have, of course, been made to 
measure the extent of consumer credit used 
during a given year or the debts owed by 
consumers at a given time. Other efforts 
have been directed at an analysis of the con- 
sumer credit sector of our economy and an 
interpretation of certain developments, in- 
cluding some speculation concerning their 
social and economic consequences. But we 
still lack a clear-cut picture of the consumer 
credit field as a whole, of its anatomy or 
composition, of the functioning of its various 
parts, and of what the varied and sundry 
developments mean to our economy and 
social organization. To supply this vitally 
necessary information, the Consumer Credit 
Institute of America, Inc., announced in 
1937 an essay competition in which the 
first prize winner was the manuscript for the 
book under review. 

Although commercial banks have for 
many years made some loans to consumers, 
such business has been incidental to the 
main function of supplying producer and 
commercial credit and they have been made 
on the same basis as commercial loans. Only 
in recent years have commercial banks sys- 
tematically invaded the field of consumer 
credit, as evidenced by the establishment of 
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personal loan departments. At the beginning 
of 1938 no less than 1,500 such departments 
were in operation, doing an annual volume 
of business of $472,000,000. This represents 
an increase in the volume of business of 550 
per cent over a period of but two years. Thus 
the personal loan departments of commercial 
banks are not only an important source of 
consumer credit but the fastest growing 
source of such credit. Professor Jennings’ 
book is, therefore, timely and significant. 

In this volume, the author shows the posi- 
tion which the personal loan department of a 
commercial bank occupies in the consumer 
credit structure and attempts to throw 
needed light on the operation and function- 
ing of such departments. One chapter deals 
with the legal status of the operations of 
personal loan departments, especially as re- 
lated to the amount of interest charged on 
consumer loans and the methods of comput- 
ing the same. Another chapter is devoted to 
the objectives and obstacles in the operation 
of a personal loan department, with special 
emphasis on the reasons for commercial 
banks entering the personal finance business. 
A whole chapter deals with a relatively older 
subject—Modernization Credit—which is 
in reality a discussion of Title 1 of the Na- 
tional Housing Act and its influence on the 
growth of personal loan departments. This is 
followed by a chapter on the mechanics and 
operations of a personal loan department 
and a final chapter in which some conclu- 
sions are drawn. 

On the whole, Professor Jennings’ con- 
tribution is decidedly worthwhile. It con- 
tains valuable factual information, much of 
which is based on original investigations. It 
supplies an insight into the operations of a 
personal loan department which is essential 
to an impartial appraisal of its economic 
strength and weakness. Finally, the several 
conclusions drawn seem warranted 
sound. 

But the book seems deficient in several re- 
spects. In the first place, the book is largely 
descriptive; it lacks a comprehensive ap- 
praisal of the commercial bank as a source 
of consumer credit. It fails to discuss or even 
to raise the serious question as to desirability 


and 


of having specialized financial institutions 
such as have developed over the years, in- 
cluding sales finance companies, industrial 
banks, personal finance companies, credit 
unions, and the like, or of permitting every 
financial organization to deal in all kinds of 
credit. This is a fundamental question that 
must be answered before long. Are we to 
operate financial agencies on the department 
store principle, or is specialization, which is 
usually regarded as the cornerstone of 
efficiency, to prevail? Much more research is 
no doubt needed before a satisfactory answer 
can be supplied to this query, but it is un- 
fortunate that no discussion has been de- 
voted to it in this volume. 

Similarly, more attention might have been 
given to the competitive situation in the field 
of consumer credit. What are likely to be the 
consequences of the competition which per- 
sonal loan departments of commercial banks 
are giving to other agencies which not only 
have “‘squatters” rights but which have ably 
filled a legitimate place for so many years? 
And what are such agencies likely to do 
about it? Is this competition to result in 
improved standards and lower charges to 
consumers or will it cause the assumption of 
poorer credit risks and hence ultimately 
result in higher costs to the public? There 
are also other questions raised by this new 
competition. What of the fact that personal 
finance companies operate under small loan 
laws and are carefully supervised in their 
operations, while commercial banks make 
similar loans without being subjected to such 
special legislation and supervision? The only 
place where unfair competition is suggested 
by the author is in connection with those 
commercial banks which operate their per- 
sonal loan departments as “‘loss leaders.” 

Nevertheless, The Consumer in Commercial 
Banking must be voted a place on every 
shelf that is devoted to significant literature 
in the field of consumer credit. Its many good 
points definitely outweigh the weaknesses 
indicated, and its reasonably complete bibli- 
ography should prove helpful to students of 
the subject. 


TuHEoporE N. BECKMAN 
Ohio State University 
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INDUSTRIAL PurRcHASING—PRINCIPLES AND 
Practice, by Howard T. Lewis. Chicago: 
Business Publications, Inc., 1940, rev. ed. 
Pp. xii, 586. $4.00. 

This complete rewriting and enlargement 
of the author’s Jndustrial Purchasing (1933), 
is sponsored by the National Association of 
Purchasing Agents and contains numerous 
pertinent references to the N.4.P.4. Hana- 
book of Purchasing Policies and Procedures, 
published by the Association in 1939. It 
constitutes the most comprehensive and 
satisfactory treatment of this subject in 
print, and furnishes ample evidence—if such 
were needed—that Professor Lewis must be 
included among the few individuals who 
have contributed in a substantial degree to 
the advancement of knowledge of purchas- 
ing principles and practices. 

The present volume represents a long step 
forward from the earlier textbooks on Pur- 
chasing by Twyford, Rindsfoos, and Dins- 
more. Without the interest, the perception, 
and the foresight of such men as L. F. Boffey, 
E. T. Gushee, N. F. Harriman, W. N. 
Mitchell, D. G. Clark, S. F. Heinritz, and 
G. A. Renard, however, all of whom have 
recognized the limitations imposed by the 
purchasing information available in usable 
form for teaching purposes, it would have 
been impossible for Professor Lewis to de- 
velop a text so much more complete than its 
predecessors. 

“The primary purpose of the book is to 
present in an orderly fashion a discussion of 
the general principles which underlie the 
sound procurement of the materials, parts, 
supplies, and equipment required by a manu- 
facturer 1 in the normal conduct of his busi- 
ness.”” But it is not “designed to serve as a 
manual of procedure or as a handbook of 
current practice,” and no attempt is made 
to cover the field of institutional or govern- 
mental purchasing nor the purchase of in- 
dustrial goods acquired principally for resale. 

Although entitled Jndustrial Purchasing, 
the book actually is devoted to industrial 
procurement, of which purchasing is simply 
one phase. Industrial procurement by a 
manufacturing concern has two major objec- 
tives: “‘(1) to relieve the various departments 


of the concern of the responsibility of mak- 
ing available, when and as required, equip- 
ment, materials, parts, and supplies of the 
proper quality and characteristics, thereby 
enabling the department heads to devote 
their entire attention to the actual operation 
of their departments, and thus, (2) through 
specialization, to acquire these items more 
efficiently than could be done otherwise.” 
Industrial purchasing, a part of procure- 
ment, “should be considered as a specialized 
function primarily because of the peculiar 
type of knowledge and judgment required 
(1) to anticipate the requirements of users, 
(2) to interpret price trends and market 
conditions, (3) to locate and determine the 
reliability of sources, and (4) to negotiate 
wisely with vendors.” 

Despite the fact that industrial procure- 
ment is defined “‘strictly from the stand- 
point of the individual business,” the author 
recognizes clearly the social and economic 
effects involved in procurement activities. 
Moreover, in discussing the question of a 
suitable basis upon which to define the limits 
of the purchasing function, he states “.. . it 
would seem safe to say that with our minds 
centered not on the functionary or on the 
organization but rather on she nature of the 
function itself, [the] answer is to be found in 
what may be called ‘serialized procure- 
ment’.”’ (Italics supplied.) 

Serialized procurement is defined “as in- 
cluding all the steps directly involved in ac- 
quisition through purchase, beginning with 
the origination of a requisition by a using 
department, following through the deter- 
mination of the proper amount to be bought 
and the best time to buy, a check on the ac- 


curacy of the description of quality, the 
location of a desirable source, negotiation 


with the vendor, the placing of the order, 
control over the transportation of the ma- 
terial into the buyer’s plant, the receipt of 
the material, the inspection of the material 
prior to acceptance, the placing of the goods 
into stores, and the checking of the invoice. 
Also, in fact if not in theory, the term in- 
cludes the disposition of scrap.” But even 


this statement is not sufficiently comprehen- 
sive in the judgment of the author; procur- 
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ing of certain forms of insurance, of trans- 
portation inbound at times, and participa- 
tion in decisions to buy or to manufacture 
for one’s own use, must be included also. 
Admitting the breadth of this conception of 
procurement, which some students of market- 
ing will question, the author recognizes its 
validity only when thinking in terms of the 
function. With this the reviewer agrees com- 
pletely; it cannot be adequately defended 
when thought of in any other light. 

The material is organized and presented 
effectively. Because of the “peculiarities 
which distinguish the purchases of equip- 
ment from those of other classes of industrial 
goods” and because of “‘the specific problems 
involved in equipment procurement’’ dis- 
cussion of these problems is deferred until 
organization for purchasing, proper quality 
and quantity, and sources and assurance of 
supply for materials, parts, and supplies, 
have been considered in detail. Following the 
chapter on The Purchase of Major Equip- 
ment, chapters devoted to Price Policies, 
Forward Buying and Speculation, The Legal 
Status of the Purchasing Officer, Purchase 
Budgets, and Standards of Purchasing Per- 
formance follow in that order. The chapters 
that impressed the reviewer most favorably 
were those dealing with the Significance of 
Industrial Procurement, Buying the Right 
Quality, Sources and the Assurance of Sup- 
ply—particularly the section on reciprocity, 
Price Policies, Forward Buying and Specula- 
tion, and Standards of Purchasing Perform- 
ance. In the final chapter the emphasis 
placed upon the lack of and the necessity 
for developing adequate standards of meas- 
urement deserves commendation. 

The use of some case material from the 
author’s Problems in Industrial Purchasing 
(New York, 1939) to illustrate principles dis- 
cussed adds materially to the value of the 
book. The comprehensive, sectionalized bib- 
liography, presumably designed for students 
of purchasing desiring more extensive dis- 
cussions of issues raised in the book, should 
prove useful to all who are interested in 
purchasing activities. 

Desert J. Duncan 
Northwestern University 


PersoNAL Finance Comes or AGE, by 
M. R. Neifeld. New York: Harper & 
Brothers, 1939. Pp. ix, 324. $3.50. 


In Part I “Social and Legislative 
Changes,” some of the chapter subjects are 
personal finance and consumer credit, per- 
sonal finance and banking, social effect of 
state regulation, legislation, saturation, self- 
regulation, competition, and financial struc- 
tures of personal finance companies. 

The chapters in Part IT, “The Borrower 
treat such topics as the reasons for borrow- 
ing; analyses of borrowers by occupation, 
age, amount of loan and amount of income; 
repayment schedules of personal finance 
companies; how much did the personal 
finance companies lose during the depres- 
sion? repossessions as a collection procedure 
in the personal finance business; personal 
finance and bankruptcies among wage and 
salary earners. 

In Part III, “Personal Finance Company 
Operations” attention is given to costs of 
funds, cost of handling a small loan, financial 
statistics of personal finance company opera- 
tions, the assets of the companies, their gross 
income, the collections, the expenses, and 
the net earnings. 

Dr. Neifeld has done a prodigious job in 
the collection of data (presented in good 
tabular form and graphs) from numerous 
sources and on different subjects. For this 
reason alone, Personal Finance Comes of Age 
should be in every business finance library. 
A bibliography and appendices at the end of 
the book point the way to further informa- 
tion. 

The book would serve well the legislator, 
banker, credit man, and advanced students 
in economics and sociology. Its usefulness as 
a classroom text is, perhaps, very limited due 
to the specialized subject matter covered 
and the lack of pedagogy (it contains no 
questions or problem material and the biblio- 
graphical references are all grouped together 
at the end of the book instead of at the ends 
of chapters). But for those who wish to 
acquaint themselves with the present status 
of personal finance and especially the per- 
sonal finance company and the laws sur- 
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rounding it, this treatise is probably the most 
authoritative and certainly the most recent 
book in the field. 
Haron R. NissLey 
Kent State University 


ConsuMER CrepIT AND Economic Sra- 
BILITY, by Rolf Nugent. New York: Rus- 
sell Sage Foundation, 1939. Pp. 420. $3.00. 


In this study Dr. Nugent makes an im- 
portant contribution to the stock of historical 
and quantitative information about the sadly 
neglected subject of consumer credit. 

The volume is divided into three parts. 
Part I describes and interprets the historical 
development and presents estimates of the 
quantitative movements. Part III “de- 
scribes the sources of data and methods 
used in constructing estimates of the out- 
standing amounts of various types of con- 
sumer credit.”” Both parts make substantial 
additions to the knowledge and understand- 
ing of consumer credit. The quantitative 
estimates are especially welcome. While 
these are carefully made, the author is fully 
aware of their shortcomings: “Although the 
estimates of the outstanding amounts of con- 
sumer credit . . . represent the results of five 
years of painstaking research, they cannot 
be accepted as a final or fully satisfactory 
answer to the challenge for accurate con- 
sumer credit statistics. ... For many types 
of consumer credit our estimates are exceed- 
ingly close, particularly for the period after 
1929. But for some types of consumer credit 
our estimates contain large potential errors; 
and for a few others our estimates are so 
crude that they have only a suggestive 
value.” Despite these limitations they are 
the best so far available and should aid 
subsequent students who desire to develop 
additional factual information. 

The book also proposes to contribute to 
theoretical analysis and understanding. This 
is done in Part II which interprets the eco- 
nomic significance of consumer credit move- 
ments and supports the thesis that “.. . con- 
sumer credit fluctuations have contributed 
substantially to the amplitude of cyclical 
movements in recent years and that they 
represent an increasingly powerful force 


toward economic oe . The study at- 
tempts to prove “. . . that under the condi- 
tions prev ailing in recent years an expansion 
of consumer credit tends to increase incomes, 
profits, and production and to provide addi- 
tional incentives for producers’ investment; 
while a contraction of consumer credit tends 
to decrease incomes, profits, and production 
and to destroy the incentives for producers’ 
investment.” 

This is a very ambitious undertaking. 
Perhaps failure to attain it should not be too 
severely criticized when it is remembered 
that to a great extent the study is pioneering 
in new fields. As an exploratory attempt it is 

valuable even though the full realization of 
these expressed hopes is not attained. 

In discussing consumer credit fluctuations 
home mortage credit is excluded. It seems 
that in examining the relationship between 
consumer credit and economic stability a 
very vital portion of the whole is excluded 
by this decision. The practical necessity for 
this limitation upon the statistical work and 
the area to be covered is, however, under- 
standable. 

The division of consumers’ financing into 
capital financing, income-period financing, 
and deficit financing is interesting and highly 
suggestive. The use of this classification 
should contribute to a better understanding 
of the various consumer credit agencies and 
of the fluctuations in use of the various 
types of consumer finance. 

On page 136 the statement is made that 
during the long secular growth of consumers’ 
capital financing prior to 1929 credit terms 
appear to have been gradually liberalized. 
While this may be broadly true, as a matter 
of fact the National Association of Finance 
Companies was formed in 1924 to check the 
excessive liberality of terms and did reduce 
the use of unduly liberal terms. Careful 
examination of terms prevailing in various 
finance lines and territories would show 
swings to, and away from, liberal terms. 

There is apparently an inconsistency be- 
tween the statement on pp. 141 and 142 


that the decline of consumer credit during 
depression is to be attributed to the credit 
policies of the lenders which have been in- 
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creasingly influenced by their bank credit 
lines and the statement on p. 147 that “con- 
sumers’ capital financing and income-period 
financing fluctuate directly with, and their 
movements are to a large extent the conse- 
quence of, changes in the volume of retail 
sales.” If their fluctuations are the conse- 
quence of changes in the volume of retail 
sales it would appear that the cause of 
fluctuation is found in circumstances other 
than the credit policies of the lenders. 

In considering stimulating expenditures 
and depressing withdrawals the old question 
arises of the source of the expenditure and 
the destination of the withdrawal. If A 
spends does it decrease B’s spending? Are 
not the expenditures of one group the re- 
ceipts of another group? There seems to be 
an underlying assumption that depression 
savings, or repayments, disappear from 
circulation, become idle pools, become slug- 
gish, are sterile, or just disappear in the 
mists and clouds of the analysis. Even if 
this is the case, is the true cause and explana- 
tion to be sought in the savings or in the 
reasons for their disappearance? It appears 
we are to be introduced to two new economic 
villains—the person who saves and the per- 
son who pays his debts. No adequate ex- 
planation is given of what the borrower 
hiring savings and the creditor collecting 
debts does with the receipts. Do they destroy 
them? Why hire savings and then allow them 
to be idle? Why collect on a safe interest- 
bearing obligation in order to allow the 
funds to be idle and earn nothing? True, 
during the panic stage of depression this 
may be done to provide an extra safety 
cushion, but certainly this is not a common 
practice. 

It is to be regretted that the analysis of 
these points is not clearer and more exten- 
sive. The reader who is anxious to have a 
more complete analysis of the theories is 
left unsatisfied. Nor, it is to be feared, will 
reference to the sources cited leave him in 
any better condition. 

The statistical analysis of stimulating out- 
lays and depressing withdrawals shows con- 
sumers’ credit to be but a minor factor 
quantitatively in all except the depression 


period; it is exceeded greatly by producers’ 
outlays in prosperity and by public outlays 
in recovery. To support the thesis that con- 
sumer credit is vital to economic fluctuations 
it is assigned a marginal role. The evidence 
on this point is not, however, conclusive. 

For those who do accept it as conclusive, 
and wish to control it, the device suggested 
is adjustment of the terms of installment 
sales which will affect the most volatile ele- 
ment, consumers’ capital financing. This 
control is recognized to be difficult to apply 
and to be powerless to counteract the more 
important element, consumers’ incomes. It is 
merely hoped that it would reduce the public 
spending necessary to terminate a rapid de- 
cline of incomes. 

There underlies much of the reasoning in 
the study acceptance, and approval, of pub- 
lic spending as a device to correct economic 
fluctuations. This is probably inherent in the 
acceptance of the over-saving, under-invest- 
ment, theory which is at the basis of much 
of the theoretical reasoning. Until the sound- 
ness of this position is established the argu- 
ment must remain suspect. 


Harvey W. Hvecy 
University of Illinots 


ADVERTISING—THEORY AND 
C. H. Sandage. Chicago 
tions, 1939, 2nd ed. Pp 


Practice, by 
: Business Publica- 
. X111, 747. $4.00. 
In this new edition, Professor Sandage has 
carefully included a discussion of practically 
every important problem relating to the field. 
Part I deals with the historical develop- 
ment of advertising and the social-economic 
significance of this important tool of busi- 
ness. In line with the recent interest being 
shown towards the consumer in the market, 
the author has devoted considerable space 
to the appraisal of advertising as a “‘buyers’ 
guide” and to “New Deal” legislation relat- 
ing to advertising. Few if any recent books 
on advertising have so clearly pointed out 
the place of advertising under a private 
capitalistic economy. Quite objectively ap- 
proached too is the problem of truth in ad- 
vertising. The author neither whitewashes 
the advertising profession nor engages in 
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wholesale condemnation of all sales promo- 
tion. 

Part II discusses advertising from the 
business management point of view. Here 
the writer points out the place of advertising 
in the field of selling, explains the elementary 
principles of product analysis and market 
analysis, and devotes a separate chapter to 
research technique. In view of the fact that 
all too many advertising campaigns both 
large and small are entered upon by the 
method of “‘guess and by gosh”’ the scientific 
approach explained by the author is most 
timely. On the other hand, one has the feel- 
ing that Professor Sandage has been a little 
too enthusiastic in his acceptance of scientific 
methodology and that perhaps he has been 
just a little too conclusive in his statements 
to be altogether scientific. 

For instance, in considering the adequacy 
of the sample he quotes Dr. Daniel Starch 
to the effect that in studies to determine the 
percentage of magazine subscribers who 
have seen or read part of an advertisement, 
100 carefully selected interviews will be suffi- 
cient to provide relative stability. There is 
really nothing wrong with this statement 
since its validity lies in the definition of the 
“too carefully selected interviews.” Yet, 
since business men have recently turned so 
enthusiastically from the old rule-of-thumb 
approach to the new statistical approach, the 
author might well have warned his readers 
that there is nothing worse than the failure 
to use a yardstick—unless it be the use of a 
yardstick that is, in fact, not a yard long. 

Part III covers the actual preparation of 
the advertisement. The selection of the psy- 
chological approach, the writing of the copy, 
the preparation of the layout and the choice 
of the medium are here treated in the order 
named. In the space of approximately 260 
pages has been packed an unbelievable 
amount of sound advertising theory and 
practice. Due, no doubt, to the author’s 
efforts to keep the volume within reasonable 
limits, the style of the presentation is in 
places almost encyclopedic. Pressure for 
space undoubtedly also accounts for an 
apparent too-ready acceptance of a number 
of psychological tests which have not yet 


proved to be altogether acceptable as a 
practical guide to advertisers. Many pictures 
and illustrations are used in this section to 
assist the beginner to understand many of 
the difficult mechanical problems involved in 
preparing an advertisement in final form. 
The four-color process of printing, the prep- 
aration of half-tone illustrations and other 
mechanical problems are thus explained. 

Part IV discusses the problem of testing 
advertising results by methods now in com- 
mon use, and Part V covers some phases of 
advertising organization including the organ- 
ization of the general advertising agency, the 
advertising department of a manufacturer 
and the advertising department of a retailer. 
The last chapter of the book considers the 
advertising budget. 

As an elementary treatise on the subject of 
advertising and as a text for the use of begin- 
ning students, Advertising Theory and Practice 
has much to recommend it. The style is clear 
and readable and the theories and principles 
discussed are well illustrated by means of 
concrete examples, diagrams and charts. The 
sequence of chapters is splendidly arranged 
to assist the reader to get a picture of the 
whole advertising problem 

Important to the over-worked professor 
is the fact that the author has prepared a 
most excellent teacher’s manual to accom- 
pany the text. The manual not only contains 
a program of assignments and answers to 
the questions at the end of each chapter of 
the text but supplementary material as well. 

L. E. HorrMan 
Drake University 


Harpware RetaiLina, compiled and — 
by Herbert P. Sheets. Indianapolis: Na- 
tional Retail Hardware Association, 1939. 
Pp. xi, 206. $2.50. 


This book grew out of a recent convention 
of the National Retail Hardware Associa- 
tion which planned to present in realistic 
fashion the fundamental factors of progres- 
sive retailing. Twelve subjects were selected 
and assigned to twenty-four hardware re- 
tailers on the theory that they should know 
more about retail hardware problems than 
anyone else. These proponents and re- 


. 
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spondents are from diverse sections of the 
country and no doubt present a typical 
cross-section of the thoughts and aspirations 
of hardware merchants everywhere. 

The plan of the book follows the question 
and answer form of discussion adopted for 
the convention presentation; the questions 
were carefully framed to direct the answers 
within certain confines thus avoiding over- 
lapping and confusion. The topics discussed 
are: sound financing, appearance, selection 
of merchandise, sales promotion, servicing 
major appliances, relations with competitors, 
store personnel, credit, merchandise control, 
operating costs, planning for profit, and 
management of the store. At the end of each 
chapter are pertinent comments by members 
of the audience. 

Of particular interest is the discussion on 
costs. It is rather reassuring to notice that 
the individual hardware merchant is taking 
cognizance of the costs of distribution; not 
only those costs which are specifically related 
to his own store, but those which indirectly 
affect the entire distribution system. An 
act or practice on his part may have the 
effect of increasing his suppliers’ costs and 
thus burden the whole system, consequently 
adding indirectly to the costs of his own 
merchandise. Specifically, in the interest of 
distribution efficiency, it is stated that the 
retailer should buy from few sources, buy in 
economical quantities, avoid special orders, 
and see suppliers’ salesmen promptly. 

Dan J. CarMICHAEL 
Drake University 


DistriBuTION Cost ACCOUNTING’ FOR 
WHOLESALING, by H. F. Taggart. Wash- 
ington: United States Government Print- 
ing Office, 1939. Pp. viii, 86. $0.15. 

The Bureau of Foreign and Domestic 
Commerce has published in recent years 
several case studies of the analysis of whole- 
salers’ costs, each of which presented pro- 
cedures and discussed purposes and the 
underlying philosophies of the analyses. This 
publication attempts to bring together in one 
place ‘‘the whole subject of distribution cost 
analysis for the wholesale field. ... All of 
the methods used by the Bureau’s staff are 
described and re-examined, and there is an 


attempt to coordinate them with methods 
used by other accountants and investigators 
as reflected in other published and unpub- 
lished material. . . . The study is based upon 
methods that have a history of actual use 
and utility behind them, so that there need 
be no question of their practicability.” 

The author presents cost analysis for the 
purpose of controlling internal operations of 
a wholesaling business as affecting distribu- 
tion costs, for the intelligent setting of selling 
prices and for establishing price differentials 
satisfactory under the provisions of the 
Robinson-Patman Act and the various state 
fair trade acts. He points out that much of 
distributive cost analysis is temporary or 
occasional in character rather than estab- 
lished and continuous as for certain manu- 
facturing needs. Occasional cost surveys 
may be followed by periodic checkups or by 
re-analyses necessitated by changes made 
by management in the light of findings from 
earlier analyses. 

This study first discusses the proper de- 
velopment and use of expense classifications 
and the preparation of comparative cost 
reports. But it quickly dismisses the limited 
use of simple and economical cost analysis 
in terms of kind of costs or objects of ex- 
penditure in order to define and allocate 
responsibility in terms of functional analysis. 
Such functional analysis is applied in turn 
to costs relating to (1) merchandise depart- 
ments; (2) commodities; (3) sales territories; 
(4) individual customers; (5) customer 
groups; (6) order-size classes. For distribu- 
tion of the primary expenses included in 
each analytical approach, “service units” 
are presented in detail (such as dollars of 
inventory, the customer month, the invoice 
line, the merchandise order, the salesman’s 
call or the thousandweight-mile). 

Preferable alternative bases of cost dis- 
tribution are frequently indicated and evalu- 
ated. For each analytical approach the 
author states the utilities and limitations of 
that phase and method of study. He deals 
briefly with various special problems of 
functional analysis (such as purchase and 
sales discounts, seasonal and cyclical fluctua- 
tions of costs and “joint costs”). The study 
is rounded out with discussions of the routine 
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and mechanics of analysis and of useful short 
cuts in analytical procedure, with state- 
ments concerning their value and limitations. 
Twenty-seven statistical and appendix ex- 
hibits are used in illustration. 

The style is brisk and business-like. How- 
ever it employs the terminology developed 
by and peculiar to the cost publications of 
the Bureau of Foreign and Domestic Com- 
merce and still largely unfamiliar to cost 
accountants and marketing men. The study 
leans heavily upon earlier publications of 
the Bureau, of the National Association of 
Cost Accountants and of various trade asso- 
ciations, which indebtedness is readily ad- 
mitted in the foreword and citations. It is 
unfortunate that the writer and his advisers 
apparently had not access to, or lacked per- 
mission to publish, some of the more ad- 
vanced work done recently in the field of 
cost analysis by several important mercantile 
companies and groups, which would have 
added substantially to the usefulness of the 
booklet. 

As it is, it may serve as a satisfactory 
manual or handbook for the Bureau’s field 
men and for others engaged in similar work. 
Obviously it is too general and limited in 
scope to offer to the business man engaged 
in mercantile operations more than stimula- 
tion and suggestion toward applying suit- 
able phases of cost analysis to the distribu- 
tive problems of his particular commercial 
enterprise, subject to competent accounting 
and statistical professional guidance. The 
study has attained its declared purpose in 
that it offers such stimulus and general 
guidance to the lay reader and avoids pre- 
senting any complete and detailed cost ac- 
counting “system” which might be ex- 
tracted bodily and applied with Procrustean 
and uncritical enthusiasm as an expected 
cure-all for the problems peculiar to a read- 
er’s own distributive organization. 


A. Hamitton Cuute 
University of Minnesota 


ProBLeMs IN Sates ManaGEMENT, by 
Harry R. Tosdal. New York: McGraw- 
Hill Book Company, 1939, revised edi- 
tion. Pp. xx, 894. $6.00. 


In this revision there are no changes in the 
method of attack on the subject or in the 
general classification of cases, and but few 
in the sub-classifications. Even the intro- 
ductory section and the comments preceding 
the various sections are substantially as in 
the earlier editions. The changes which ace 
discernible are in matters of emphasis and 
in the selection of cases. 

To this reviewer Problems in Sales Man- 
agement has always been the most acceptable 
of the case books in marketing subjects for 
advanced students, particularly for those 
on the graduate level. It has included many 
comparatively long, comprehensive cases, 
some of which require a full hour’s discus- 
sion. Advanced students like much informa- 
tion on the business situation from which the 
case study is taken; whereas younger, 
advanced students may be confused by. a 
mass of details or data. In the new edition, 
Professor Tosdal meets the desires of the 
former group to a greater extent than 
formerly through his choice and preparation 
of cases. They are fewer in number, 137 as 


less 


compared with 172, and of greater length, 
an average of about six and one-half pages 
as compared with five and one-half pages in 
the 1931 edition. 

The increase in the length of the cases is 
particularly noticeable in the sections on 
Sales Organization, Control of Sales Opera- 
tions, and Sales Programs and Sales Promo- 
tion, and results largely from the inclusion of 
more charts, maps, tables, exhibits of forms 
used, and direct quotations from company 
records. There is virtue in this change, as 
the inclusion of such material may induce the 
student to spend more time in preparation. 
A good case grows like Topsy as it is given 
additional thought and study. Students are 
likely to read a case hurriedly, and perhaps 
only once, and think that they have ex- 
hausted its possibilities. Instructors, in con- 
trast, may spend many hours in the prepara- 
tion of a case. More material such as that 
noted and, perhaps, more questions and 


specific references may induce more thor- 
ough preparation on the part of students 
and thus overcome a weakness in the case 
method of instruction. 

Many, in fact 85, of the 137 cases included 
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are new, or at least they are included in this 
book for the first time. Presumably they are 
more acceptable than the ones discarded, 
but on this point a reviewer cannot make a 
definitive judgment until the cases have been 
used as teaching material. Case books, above 
all others, should be reviewed for quality of 
content after the cases have been thoroughly 
studied and used for instructional purposes. 
Some of the new cases appear to be excellent, 
particularly those in the last section on Con- 
trol of Sales Operations. On the other hand, 
some of the cases which this reviewer has 
found to be most effective in use—for in- 
stance the Dobson Company and the Boblo 
Shoe Company— have been discarded. Others 
which were never thought to possess any 
particular merit have been retained. Of 
course, they may have been retained for 
want of something better, as good case ma- 
terial on certain subjects is difficult to obtain. 
However, judgments on the merit of cases 
are bound to differ. Commendation is much 
more deserved than criticism on both the 
selection and preparation of cases. 

This book should be very useful to market- 
ing teachers for reference purposes, as it 
contains much information on business ex- 
perience which few have the opportunity to 
secure directly. For advanced courses, which 
are offered to students who have an adequate 
background either through previous study 
or business experience, it serves as a very 
acceptable text. 

D. M. PHEtps 
University of Michigan 


B.—AsstTracts AND NOTES OF 
ARTICLES IN THR SCIENTIFIC 
JouRNALS AND PAMPHLET 
MATERIALS 
By Reavis Cox, University of Pennsylvania 
MarKETING IN Our AMERICAN Economy, 
edited by Howard T. Hovde. Volume 209 
(May, 1940) of The Annals of the American 
Academy of Political and Social Science. 

Paper, $2.00; cloth, $2.50. 


Planned as one part of the program by 
which the twenty-fifth birthday of the Na- 


tional Association of Teachers of Advertis- 


ing (now developed and merged into the 
American Marketing Association) will be 
celebrated, this volume is must reading for 
marketing men. Twenty-one of the best- 
known men in marketing have contributed 
articles on a wide variety of subjects. Three 
of these, under the heading “Marketing 
Motivations,” discuss consumers and their 
problems and the amplitude of the marketing 
task. Eight more, grouped under ““Market- 
ing Machinery in Motion,” consider the 
marketing problems of manufacturers, whole- 
salers, retailers and integrated marketing 
agencies; advertising and selling; the func- 
tion of management in marketing; strategies 
and policies in marketing; and the competi- 
tive struggle for market control. Under 
“Marketing Costs and Spreads” are three 
articles on pricing, costs and profits in 
marketing and on criteria of efficiency in 
marketing. A section on “Social and Political 
Aspects of Marketing” offers five articles 
discussing consumer standards, labor prob- 
lems, education and training of marketing 
men and government control. A concluding 
section on “The Future of Marketing” pre- 
sents articles on marketing research and cur- 
rent trends in marketing. 


FEDERAL TRADE Commission SILVER ANNI- 
VERSARY COMMEMORATIVE IssuE. The 
George Washington Law Review, January— 
February, 1940. $1.00. 

This issue offers a series of articles describ- 
ing the organization and work of the Com- 
mission since its establishment in 1915. Fif- 
teen articles present in the aggregate an ex- 
tremely comprehensive review which will be 
indispensable to marketing men. Matters 
which may be singled out for mention as 
being exceptionally valuable for students of 
marketing are: articles on the Commission’s 
administration of the Robinson-Patman Act 
(including a tabulated summary of the pro- 
ceedings of the Commission under that Act 
to January I, 1940) and on trade practice 
conferences, a 37-page bibliography, and a 
list of the general investigations conducted 
and reports published by the Commission. 
The publication also is useful in bringing to- 
gether in one place the texts of the various 
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laws from which the Commission draws its 
powers. 


A Note on RELATIONSHIP, BETWEEN SALES 
AND ADVERTISING OF DEPARTMENT 
Srores, by George H. Brown and Frank A. 
Mancina. From The Journal of Business of 
the University of Chicago, January 1940, 
pp. 1-16. 


In mathematical terms, the hypothesis 
upon which this study is based is that the 
relationship between sales and selling ex- 
pense for any business enterprises may be 
described by a f:nction homogeneous in the 
first degree. I snore popular terms, this 
means that if, for example, you double the 
advertising, double the sales force, double 
the customer traffic, and double all other 
factors of effort, you will double the sales 
volume. 

Reasoning from this hypothesis, the au- 
thors derive three relationships which they 
undertake to test statistically: (1) There is a 
tendency for advertising to bear a constant 
relationship to total selling expense. (In so 
far as gross margin remains constant, this 
will also be a constant relationship to sales.) 
(2) There is a tendency for extremely high or 
extremely low values in the proportion of 
advertising expense to total sales to be asso- 
ciated with low sales for given levels of sales 
expense. (3) There are diminishing returns 
from advertising when advertising alone is 
increased, the apparent need being for a 

“proper” balance in sales expense. 

The statistical data indicate that the 
hypothesis is “in a general way”’ correct. 
They show, however, that important modi- 
fications in the theory may be necessary. 
Better statistical materials are needed for a 
more thorough check. 


THe Ropinson-Patman Act BEGINS TO 
Acquire MEANING, by Edwin B. George. 
From Dun’s Review, March, 1940. (Avail- 
able as a reprint.) 


After four years a pattern of the meaning 
of the Robinson-Patman Act as interpreted 
by the Federal Trade Commission is begin- 
ning to take form. Pending approval or 
disapproval by the Supreme Court, this is 


the law. It presents neither the sweeping 
changes hoped for by some nor the preserva- 
tion of liberty and license in pricing held 
sacred by others, but follows a middle-of- 
the-road course. Except in brokerage, ex- 
treme advertising allowances, cumulative 
discounts, sales to branches or units of large 
distributors, and delivered prices, the weight 
of the Robinson-Patman Act seems to have 
fallen only spottily on commonplace prac- 
tice. The basic problem which remains to be 
settled is determination of the technical 
means of allocating costs that the Commis- 
sion and the judges will approve. If a com- 
pany’s present cost procedure is not accept- 
able to the Commission, alternative lines of 
action seem to be: a request for assistance 
from the Commission itself, reliance upon an 
industry on interindustry committee, or the 
establishment of a panel of recognized stu- 
dents of cost allocation upon which the 
Commission could draw for technical counsel. 


A Nore on THE FEDERAL TAXATION OF 
Cuain Srores, by George H. Brown. 
From The Journal of Business of the Uni- 
versity of Chicago, January, 1940, pp. 74- 
86. 


A survey of court decisions indicates that 
there is nothing to prevent a federal tax on 
chain stores for revenue purposes, but that 
under some circumstances such a tax law 
might be held unconstitutional as going be- 
yond the powers of the federal government 
over intrastate trade. Even if the general 
principle is upheld, there is some evidence 
that the Supreme Court will not support a 
law which multiplies the tax by the number 
of states in which business is done. Thus it 
appears that the possibility of federal taxa- 
tion is no greater than the possibility of state 
taxation, and in some respects it is somewhat 
less, even with political aspects disregarded. 


THe “Freight ALLtowep” MertTHop oF 
Price Quotation, by Vernon A. Mund. 
From The Quarterly Journal of Economics, 
February, 1940, pp. 232-245. 


The practice of quoting uniform mill base 
prices with “freight allowed” or “allowed 
and prepaid” to stated destinations is 
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spreading in American business. Such prices 
take several forms, since they may modify the 
F.O.B. factory terms by allowing full freight 
to any established freight station in the 
country, the buyer to pay the freight and 
deduct it from the invoice; by allowing full 
freight to any station, with the seller pre- 
paying it; by allowing freight to any station 
within a given zone; or by allowing freight 
only to jobbers or distributors, i.e., only to 
distributing points. Several ‘‘reasons’’ are 
given by business men for using this system 
of pricing; but the “real and continuing 
reason” is that it provides a convenient 
formula for “unity of action with respect to 
price.” The government should correct the 
situation by requiring an open F.O.B. factory 
price, uniform to all buyers, with transporta- 
tion charges extra and payable by the buyers. 


BROADCASTING AND THE Pus tic INTEREST, 
by James M. Herring. From the Harvard 
Business Review, Spring, 1940, pp. 344- 
356. 


Competition has been and may be ex- 
pected to remain the chief reliance of the 
American people for good broadcasting serv- 
ice. Competition is not enough, however, to 
prevent the broadcasting of programs un- 
desirable in themselves or to raise the general 
tone of the service. Neither is self-regulation 
of the industry wholly adequate. Public 
regulation of broadcasting standards is in- 
evitable, therefore, in the public interest, 
not to displace self-regulation, but to sup- 
plement it. The members of the Federal 
Communications Commission already have 
the task of evaluating broadcasting service, 
and it should not be too much to ask them 
to set down the standards that guide their 
judgments. These would serve as a guide for 
commercial broadcasters rather than a re- 
straint upon their legitimate activities and 
remove some of the uncertainty that now 
exists. 

(Readers of the foregoing article will also 
be interested in the booklet Broadcasting in 
the Public Interest, 80 pp., issued by the Na- 
tional Broadcasting Company. Part III, pp. 
33-52, presents the company’s rules govern- 
ing all programs as well as special rules 


governing commercials, medical accounts, 
children’s programs and news broadcasts, 
and lists the kinds of business it will not 
accept for broadcast.) 


Nores on OTHER ARTICLES 


Teachers of marketing and others who 
want a brief discussion of premium advertis- 
ing and its problems, which gives some his- 
torical materials as well, will find it in “‘All 
This—and a Premium Too,” by Arthur H. 
Little, Dun’s Review, April, 1940, pp. 10 ff. 
The article is written in a popular style. Its 
account of the part played by Elbert Hub- 
bard and his partner John D. Larkin in the 
early development of premiums will be of 
interest to many marketing men. 

Advertising men (and especially those 
working with direct-mail) will find it worth 
while to read “Direct-Mail Advertising to 
Doctors,” by John E. Jeuck, The Yournal 
of Business of the University of Chicago, 
January, 1940, pp. 17-38. As a step toward 
formulating controls over direct-mail ad- 
vertising by pharmaceutical houses, Mr. 
Jeuck undertook to discover how much di- 
rect-mail advertising is received by doctors 
and what happens to it. His article presents 
the results of his survey. 

Another article in the same issue of The 
Fournal of Business is a continuation by E.A. 
Duddy and D. A. Revzan of their series on 
Chicago’s wholesale fruit and vegetable 
markets. This one (on pp. 39-55) is the 
second installment of ““The Loewen of the 
South Water Wholesale Fruit and Vegetable 
Market in Chicago.” 

Part 2 of the April issue of The Fournal of 
Business is a study by John Adams Pfanner, 
Jr., entitled “A Statistical Study of the 
Drawing Power of Cities for Retail Trade.” 
Mr. Pfanner uses some complicated sta- 
tistical techniques to estimate the retail 
sales of automobile accessories, furniture, 
jewelry and women’s apparel in go cities of 
30,000 or more population and to divide 
these sales between resident and non-resi- 
dent customers. The percentage of a city’s 


trade obtained from non-residents is taken 
as a measure of its drawing power which 
permits consideration of the effects upon 
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drawing power of differences in the com- 
modities considered and in the size and loca- 
tion of cities. 

Continuations of the series of articles being 
published by the Monthly Labor Review on 
money disbursements of employ ed wage 
earners and clerical workers in 1934-1936 
will be found in the issues for January, 
February and March, 1940. The January 
article (pp. 115-134) is “Income, Family 
Size and the Economic Level of the Family.” 
The February article (pp. 267-285) is 
“Clothing Expenditures of Wage Earners 
and Clerical Workers.” The March article 
(pp. §56-§73) is “Transportation and Recre- 
ation Expenditures of Wage Earners and 
Clerical Workers.” 

Students of marketing who have struggled 
with problems of location and rent in retail- 
ing, will find some interesting ideas in 
“Monopoly Elements in Rent,” by John Ise, 
American Economic Review, March, 1949, pp. 
33-45. Professor Ise makes a vigorous attack 
upon the idea developed by Edward Cham- 
berlin in his Theory of Monopolistic Competi- 
tion that urban rent is a “pure monopoly 
return,” in contrast with agricultural rent, 
which is “purely competitive.” In the course 
of his attack Professor Ise makes an acute 
analysis of the nature of urban rent. 

The last two articles in a series by N. H. 
Comish on compensation systems in Oregon 
stores appeared in the February and March 
issues of the Oregon Merchants’ Magazine. 
The February article, entitled ‘““The Use of 
Supplementary Payment Plans in Oregon 
Stores” shows that ten plans are employed, 
the most important being vacations with 
pay, employee discounts, and sick leave with 
pay. The March article considers “Elements 
of a Superior Compensation System.” In it 
Professor Comish advocates a combination 
salary, commission, and bonus plan of com- 
pensation. 

In “Developments Affecting Cost Under 
the Unfair Practices Acts,” The Journal of 
Business of the University of Chicago, April, 
1940, pp. 118-135, Robert Tannenbaum de- 
scribes what has happened during the last 
year to state unfair practices acts. Specific 
aspects considered include definitions of 


costs or cost formulas established by the 
laws, including both the cost base and addi- 
tions to the base, and the trends of judicial 
opinion in cases which turn upon the consti- 
tutionality of these laws. 

A broadside attack upon critics of pres- 
ent-day distribution is offered in ““The Case 
for Distribution,” an article in the April, 
1940, issue of Nation’s Business which is 
available as a reprint from the office of the 
editor in Washington at Io cents a copy, 
with substantial reductions for orders in 
quantity. 

Anyone interested in the current discus- 
sion of price rigidity and its significance will 
find it worth while to read “The Growth of 
Rigidities,” by N.S. B. Gras, Harvard Busi- 
ness Review, Spring, 1940, pp. 322-336. Pro- 
fessor Gras gives a condensed description of 
the elements of rigidity and elasticity pres- 
ent in economic life under what he calls petty 
capitalism, mercantile capitalism, industrial 
capitalism, financial capitalism and national 
capitalism. 

Students who have had to struggle with 
the statistical problem of classifying indus- 
tries should be acquainted with two articles 
in the March, 1940, issue of The Fournal of 
the American Statistical Association: “Stand- 
ard Classification of Industries in the United 
States,” by Valdimir S. Kolesnikoff, and 
“An Industrial Classification for Reports 
from Individuals,” by Bruno Fels and P. K. 
Whelpton. The first describes the work being 
done by federal agencies to develop a uni- 
form classification of industries for statistical 
purposes. The second applies the classifica- 
tion, with necessary modifications, to a 
specific problem. 


PAMPHLET MATERIALS 


Measures OF Purcuasinc Power, by 
Wayne H. Stackhouse. Jndiana Business 
Studies, No. Bloomington, Ind., In- 
diana University, 1939, 83 pp. 


Professor Stackhouse shows the inade- 
quacy of statistical methods which under- 
take to measure the purchasing power of 
consumers in individual cities by using fed- 
eral income tax returns and retail sales as 
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guides. Using income data from returns 
under the Indiana gross income tax, which 
cover incomes down to $1,000 a year, he 
concludes that several assumptions com- 
monly made by statisticians in using federal 
income data are erroneous. Thus it cannot 
be assumed that the number of persons 
whose income falls in one bracket, say $2,500 
or more, is a reliable indicator of the number 
of persons in the same community whose in- 
comes fall in another bracket, such as $1,000 
to $1,500. Similarly there is no close correla- 
tion between per capita retail sales in a city 
and the current income of the city’s in- 
habitants. Professor Stackhouse concludes 
his analysis by offering two new indexes of 
purchasing power of consumers in individual 
cities. One is usable only in a state such as 
Indiana which provides data on incomes 
smaller than those covered in federal sta- 
tistics; the other is usable throughout the 
nation and can be issued at monthly in- 
tervals. 

This pamphlet should be listed as required 
reading for all those who must work with 
problems of purchasing power. 


CoopPpERATIVE WHOLESALING WITH SPECIAL 
REFERENCE TO THE WHITE VILLA GrRo- 
cers, Inc., by Edmund Bernard O’Leary. 
Abstracts of Doctoral Dissertations, No. 30, 
The Ohio State University Press, 1939. 
(Reprints available from the author at the 
University of Dayton.) 


An eight-page summary is here offered of 
Professor O’Leary’s thesis, which apparently 
is one of the most complete (if not actually 
the most complete) studies thus far made of 
a retailer-owned cooperative. The company 
studied operates warehouses in Cincinnati 
and Dayton and serves more than 1,000 
members. The authors describes its develop- 
ment, organization, buying operations, sales 
techniques, brand policies, costs and profits 
and includes the conclusions reached in 
interviews with more than 100 members con- 
cerning their attitudes toward the coopera- 
tive. It is hoped that the entire study may be 
published soon by the Bureau of Business 
Research of the Ohio State University. 


THe WHOLESALE FRuIT AND VEGETABLE 
Markets or New York Ciry, by William 
C. Crow and others. Washington, Govern- 
ment Printing Office, 1940, 125 pp. 2§ cents. 
Nearly one out of every eight carloads of 

fruits and vegetables produced in the United 

States for sale in unprocessed form goes into 

the markets of New York City. During the 

year ended April 30, 1939, the retail value of 
these products was about $285,000,000. The 
present study concerns itself with the whole- 

sale markets handling these products at a 

cost of about $42,000,000. Its conclusion is 

that a new centralized market should be 
built by a public authority in a new location. 

Savings of $8,500,000 a year are forecast. 

The description and analysis of the present 

market will be of great interest to students of 

marketing, especially to those interested in 
agricultural marketing. 


Economic Dynamics OF THE Domestic De- 
MAND FOR Moror Fue t, by Norman D. 
Fitz Gerald. New York, American Insti- 
tute of Mining and Metallurgical Engi- 
neers, 1940, 7 pp. 


Using “demand” to mean consumption of 
motor fuel as recorded in the statistics of the 
United States Bureau of Mines, Mr. Fitz 
Gerald derives the formula: 


D=17.865R—7.199P+0.023HT+0.409N 


where 

D =annual domestic 
of barrels. 

R=millions of registered motor vehicles as 
recorded by the Automobile Manv- 
facturers’ Association. 

P=average price of motor fuel to con- 
sumers in $0 cities, cents per gallon, 
tax included, as reported by the Ameri- 
can Petroleum Industries Committee. 

HT=thousands of miles of hard-surfaced 
roads, as reported by the United States 
Bureau of Public Roads, multiplied by 
the number of years from 1924. 

N =national income in billions of dollars as 
reported by the United States Depart- 
ment of Agriculture. 


“demand” in millions 


In the text of his paper Mr. Fitz Gerald de- 
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scribes the derivation of his formula and dis- 
cusses its significance. 


Los ANGELES NEWSPAPER READER SURVEY, 
conducted by Daniel Starch. New York, 
American Association of Advertising 
Agencies, 1939, 93 PP- 

After a lapse of seven years, the Associa- 
tion has resumed its investigations of leading 
cities made with the cooperation of local 
newspapers. The report classifies the readers 
of the various Los Angeles papers according 
to income and measures the amount of over- 
lapping in the circulations of the newspapers 
concerned. 


Facts In Foop anp Grocery Distrisu- 
TION: JANUARY, 1940. New York, The 
Progressive Grocer, 16 pp. 

This report presents the figures obtained 
in The Progressive Grocer’s tenth annual sur- 
vey. It estimates the total volume of food 
and grocery sales in 1939, the number of food 
stores in January, 1940, and the distribution 
of these totals among stores of various types. 
A wide variety of other miscellaneous data 
concerning the food trades is also presented. 


CommopiTiEs IN INpustrRY: THE 1940 Com- 
mopiry YEAR Book. New York, Com- 
modity Research Bureau, Inc., 1940, 708 


pp. $7.50. 


This bulky volume (appearing for the 
second year) presents a mass of information 
about 75 important commodities. For each 
commodity there is provided a description of 
the productive processes which bring it into 
existence, a review of the principal happen- 
ings in its market during 1939, and a series of 
statistical tables covering such items as pro- 
duction, consumption, stocks and prices. In 
addition, the volume presents brief analyses 
of the war and its probable influence upon 
commodities, trends in per capita consump- 
tion of various products in the United States, 
the rise of synthetics as materials of indus- 
try, and weather forecasting. The book as a 
whole provides a convenient, centralized col- 
lection of information which will be ex- 
tremely useful to many students of com- 
modity marketing. 


AMERICAN FERTILIZER Practices (SECOND 
Survey), by H. R. Smalley and others. 
Washington, The National Fertilizer Asso- 
ciation, 1939, 128 pp. $1.00. 

In addition to having a direct interest be- 
cause of its information, this pamphlet is 
useful as an example of a trade association’s 
work and of elaborate marketing research. 
Using an involved questionnaire, 656 sales- 
men and field men of 65 fertilizer companies 
interviewed 37,148 farmers in 35 states. The 
information obtained and tabulated falls 
into three categories: specific information on 
present use of fertilizer and its results; the 
farmers’ knowledge of and opinions about 
fertilizer; and the farmers’ sources of infor- 
mation about fertilizer. 


Mirtk Container Costs: A Stupy 1n Com- 
PARISONS. New York, Glass Container 
Association of America, 1939, 22 pp. 

This pamphlet will be of interest to those 
who want to know the comparative costs of 
distributing milk in glass and milk in paper 
containers. It will also be of interest to those 
who want an example of cost analysis some- 
what different from the illustrations most 
commonly found in textbooks. The study, 
made by Stevenson, Jordan & Harrison from 
records of seven dairies in July-November, 
1938, is confined to wholesale milk routes, 
since practically no paper containers are used 
on retail delivery to homes. Its principal con- 
clusion is that the “average” costs of opera- 
tion were from $4.84 to $5.22 less per 1,000 
quarts for glass than for paper and that 
under “normal” conditions the economy of 
glass is even greater. 


CHILDREN’S Bopy MEASUREMENTS FOR Siz- 
ING GARMENTS AND Patrerns, by Ruth 
O’Brien and Meyer A. Girshick. Wash- 
ington, Bureau of Home Economics, 1939, 
25 pp. 20 cents. 

This bulletin recommends dimensions for a 
series of standard mannequins such as are 
used by manufacturers to size garments and 
patterns. The standards are based upon two 
measures—height and girth of hips—and are 


the result of nearly 5,000,000 body measure- 
ments taken on nearly 


34,000 American 
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boys and girls 4 to 17 years old in a W.P.A. 
project supervised by the Bureau of Home 
Economics. The results of these measures are 
tabulated here. An interesting fact brought 
out is that of 20 factors analyzed age (which 
is almost universally used as a base for sizing 
children’s garments) is the poorest predictor 
of body dimensions. 


Consumers and Their Ways 


Family Income and Expenditures: Pacific 
Region and Plains and Mountain Region, 
Part 1, Family Income is the latest in the 
rapidly growing list of reports based on data 
obtained in the Consumer Purchases Study 
and the first of a series on farm areas. The 
families surveyed were in selected farm sec- 
tions of Washington, Oregon, California, 
Montana, the Dakotas, Colorado and Kan- 
sas. Part 2, which is to be published later, 
deals with expenditures. The study has been 
published by the Bureau of Home Economics 
at Washington. 

The same organization has also issued a 
22-page mimeograph by Day Monroe and 
Maryland Y. Pennell under the title How 
Professional Women Spend Their Money. 
This study is based upon account books kept 
for one year by 55 staff members of the De- 
partment of Agriculture’s Extension Service 
in 16 states. 

Interesting and important new data on 
variations in food consumption habits among 
families of different incomes are contained in 
a speech by Milo S. Perkins, president of the 
Federal Surplus Commodities Corporation, 
and distributed in mimeographed form by 
the United States Department of Agriculture 
under the title ‘““The Challenge of Under- 
Consumption.” A series of charts and tables 
shows how the quantities of 23 foods pur- 
chased change as families move from lower 
to higher income levels. 

A related study made by a private organ- 
ization is The Effect of Living Standards on 
the Consumption Trend of Grocery Products, 
published by Fawcett Publications, Inc., of 
New York. From data obtained in interviews 
with 4,000 families in Cleveland, conclusions 
are drawn as to how the consumption of 
several specific grocery products varies 


among different income groups. 


Three new studies of consumer spending 
habits have also been published by the Com- 
mercial Research Division of the Curtis Pub- 
lishing Company. Two were based on field 
surveys made specifically for the company. 
These bear the titles What the Consumer Says 
About the Painting of His Home and People 
and Products in Drug Store Selling. The third 
is a special tabulation and analysis of data 
from the United States Survey of Consumer 
Purchases. It carries the title Selective Spend- 
ing in Rural America and is designed to 
parallel Selective Spending in Urban Amer- 
ica, which was published by the compa- 
ny in 1939. All of the studies are mimeo- 
graphed. 

Canadian Consumer Survey gives elaborate 
statistics on the percentages of Canadian 
families using specified commodities, the 
average consumption per household, the use 
by brands, the kinds of stores patronized, 
and the days of the week on which down- 
town shopping is done. The tables are com- 
piled from data in 20,000 questionnaires re- 
ceived from §4 cities and 5,200 question- 
naires received from areas surrounding these 
cities. Copies of the report may be obtained 
from the Bureau of Advertising of Canadian 
Daily Newspapers Association, Toronto. 

Still further information on consumer buy- 
ing is offered in 4 Survey of Brand Prefer- 
ences—10,325 Housewives, Chicago, Illinois, 
by L. M. McDermott. The 25-page mimeo- 
graphed study was published by the De Paul 
University Research Bureau, Chicago. Al- 
though it is not very well written in some 
respects and contains much extraneous mat- 
ter, it provides some useful new data. Two 
tables which reveal a surprisingly high de- 
gree of indifference among these housewives 
to proposals for putting quality labels on 
canned foods and for standardizing sizes of 
cans, will be informative to students of the 
consumer movement. Advertising men will 
find the tables on brand preferences and the 
reasons for them worth consulting. 

Data comparing sales of different brands 
of cold cereals by 500 grocers in New York 
City during August, 1938, and September, 
1939, are presented in a mimeographed re- 
port published by the New York Times under 
the title Co/d Cereals. Another and briefer 
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study entitled 4 Study of Puffed Cereals 
analyzes the competitive position in these 
same stores of Quaker Puffed Wheat and 
Puffed Rice in November, 1939, after the ex- 
piration of basic patents made possible the 
production of competing brands. 

Still another measure of consumer prefer- 
ences, this time in supermarkets, is offered 
in Consumer's Choice: What 2,000 Super 
Market Customers Bought, published by True 
Story Magazine, New York. This pamphlet 
is based on a count of the goods brought to 
the checking counters by 2,000 customers in 
eleven large supermarkets scattered 
throughout the country. 

Two new helps to buyers of yard goods 
and ready-made clothing are Judging Fabric 
Quality and Cotton Shirts for Men and Boys, 
both published in December, 1939, by the 
United States Department of Agriculture. 

Excellent illustrations of consumer goods 
tests will be found in Autopsy of Discarded 
Rayon Slips, a 12-page publication of un- 
usual design printed by the Rayon Division 
of E. I. du Pont de Nemours & Co. It de- 
scribes, with the aid of excellent photo- 
graphs, some experiments with slips made of 
16 fabrics and worn by more than 400 
women. 

The Consumer Movement, published by the 
San Francisco Advertising Club, offers the 
ideas of nine speakers at the 1940 “Spring 
Seminar” of the club concerning the con- 
sumer movement and its significance for ad- 
vertising. The speakers represented different 
interests and widely divergent points of 
view. 


Retailers and Retailing 


The Retailers Manual of Taxes and Regula- 
tions, published by the Institute of Dis- 
tribution, New York, has been brought up 
to date by a number of mimeographed pages 
prepared for insertion in the main binder. 
This manual, which is virtually indispens- 
able to students of retailing who deal with 
the problems of government regulation, is 
priced at from $5 to $10, according to the 
exact services bought. Topics indexed in the 
most recent edition include state laws im- 
posing sales, occupational, excise and chain- 


store taxes; state restrictions on businesses, 
occupations, wages and conditions of labor; 
state trade practice regulations; state un- 
employment and workmen’s compensation 
laws; municipal ordinances; the Robinson- 
Patman Act; federal and state food, drug 
and cosmetic acts; and miscellaneous legal 
matters of interest to retailers. 

Two technical studies of interest to re- 
tailers, and particularly to department 
stores, are Customer Parking Facilities of Re- 
tail Stores and Regular and Christmas Gift 
Vrap Policies of Retail Stores, both pub- 
lished in mimeographed form by the Na- 
tional Retail Dry Goods Association, New 
York. The first sells for 50 cents to non- 
members; the second for $1.00 to non-mem- 
bers. Each study summarizes the informa- 
tion received from a large number of stores 
all over the country with regard to the topic 
concerned. 


Agricultural Cooperation 


A study which will be of interest to many 
students of marketing outside of agricultural 
marketing is Butter Marketing by Cooperative 
Creameries in the Middle West, by Paul E. 
Quintus and T. G. Stitts, published by the 
Farm Credit Administration in Washington. 
After describing briefly the importance of 
cooperative creameries in the marketing of 
butter, this bulletin describes market out- 
lets, methods of sale to each major type of 
outlet, problems arising in the packaging and 
transportation of butter, and methods of de- 
termining which outlets are most profitable. 

New factual data of interest are provided 
in Joseph G. Knapp’s Cooperative Farm Sup- 
ply Purchasing in the British Isles, also pub- 
lished by the Farm Credit Administration. 
It describes the organization and operation 
of some $51 farmer’s organizations in the 
British Isles engaged in the retail distribu- 
tion of farm supplies. These organizations 
served about one-fourth of the farmers and 
handled about one-seventh of the sales made 
to farmers in these countries. 

Other recent studies published by the 
Farm Credit Administration include: Farm- 
ers’ Retail Petroleum Associations, by Joseph 
G. Knapp and French M. Hyre, based on 
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data from 1,748 organizations; Merchandis- 
ing by Farmers’ Cooperatives, by Harry C. 
Hensley, a bulletin directed to the farmers 
themselves and designed to show how a co- 
operative can perform merchandising activi- 
ties efficiently; Development of Cooperative 
Cotton Ginning, by Omer W. Herrmann, and 
Crushing Cottonseed Cooperatively, by John 
S. Burgess, Jr., both of which discuss some 
of the newer developments among coopera- 
tives in the Cotton Belt. 

Marketing Cull Dairy Cows in New York 
State, by W. M. Curtiss and E. H. Matzen, 
published in mimeographed form by the New 
York State College of Agriculture at Ithaca, 
N. Y., is of interest both to those who want 
data on the marketing of livestock and to 
marketing research men, who will find some 
possibly useful suggestions in the techniques 
used to collect data. 


Food, Drug and Cosmetic Act 


A convenient presentation in chart form 
of the Federal Food, Drug and Cosmetic Act 
of 1938, as amended in 1939, has been pub- 
lished by the Division of Consumers’ Coun- 
sel of the Agricultural Adjustment Adminis- 
tration, from which copies can be obtained. 
On a single large sheet it gives in 31 columns 
a carefully classified presentation of the law’s 
provisions. 


International Trade 


For marketing men whose interest lies 
chiefly in international trade, materials of 
interest will be found in the proceedings of 
the conference held at Ann Arbor, Mich., in 
August, 1939, as part of the Institute of 
Latin American Studies. These proceedings 
have been published by the University of 
Michigan Bureau of Business under the title, 
“Economic Relations with Latin America,” 
as Michigan Business Papers, No. 6, Janu- 
ary, 1940. 

The Bureau of Foreign and Domestic 
Commerce has published Part II of the 1938 
issue of its familiar series on foreign trade of 
the United States. Prepared by Grace A. 
Witherow, it carries the title Foreign Trade 
of the United States Calendar Year 1938: 
Part II.—Trade by Regions and Countries. 


Trade Associations 


Readers who want examples of elaborate 
trade-association programs of activities will 
find two excellent ones in pamphlets recently 
issued by the Association of American Rail- 
roads, Washington (4n Outline of Activities 
of the Association of American Railroads: 
7939), and the National Electrical Manu- 
facturers Association, New York (What 
NEMA Will Do in 1940). 


Problems of Sampling 


Marketing research men who have a direct 
interest in problems of sampling, especially 
sampling for intercensal estimates, will be 
interested in Research in Sample Farm Cen- 
sus Methodology, Part I, by Irvin Holmes, 
a 32-page booklet published by the Agri- 
cultural Marketing Service of the United 
States Department of Agriculture. It deals 
specifically with the problem of selecting and 
evaluating units for sampling smaller than 
the minor civil division. 


Motion Pictures 


Many statistical data of interest to mar- 
keting men are presented under the title 
“Brief History and Statistics of the Ameri- 
can Motion Picture Industry” in the March 
15 issue of Motion Pictures Abroad, which is 
published periodically in processed form by 
the Bureau of Foreign and Domestic Com- 
merce. Eleven pages of statistics cover such 
items as investment, revenue, attendance, 
expenditure, location and kinds of theaters, 
pictures produced, imported and exported, 
and advertising expenditures. Despite the 
title of the publication, most of the data are 
domestic. 


Population Data 


Estimated figures for the farm population, 
non-farm population and number of farms in 
the United States on January 1 of each year 
from IgI0 to 1939 are given in Jncome Parity 
for Agriculture: Part V.—Population, Farms, 
and Farmers, Bureau of Agricultural Eco- 
nomics, Washington. Since the figures for 
1920-1939 had been published before this 
report came out, it will be most useful for its 
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detailed description of the statistical meth- 
ods used to estimate farm population. These 
methods are important for all those who 
have occasion to work with estimates of 
population. 


Business Purchasing 


A little studied aspect of marketing is in- 
vestigated in How Big Business Buys Its 
Passenger Transportation, Chicago, Traffic 
Service Corporation, 1939, 20 pp. The pam- 
phlet is based upon a questionnaire sent out 
by Traffic World. Data are presented on the 
amounts and types of passenger transporta- 
tion bought by 448 business concerns and the 
procedures used in buying it. 


Interstate Trade Walls 


Students of state trade barriers probably 
can make good use of the last 30 pages of 
Highway Barriers, a 72-page booklet pub- 
lished by the American Trucking Associa- 
tions, Inc., Washington. These pages present 
in condensed and convenient form the prin- 
cipal provisions, as of November, 1939, of 


all state laws affecting truck movements. 
The first part of the publication is a plea by 
the truckers for the adoption of uniform 
vehicle size and weight standards by the 
states, abolition of ‘“‘ports-of-entry,” and 
extension of reciprocity in truck regulation 
among the states. 


Miscellaneous 


Data on sales, cost of sales, gross profit, 
selling, general and administrative expense 
and inventories for approximately 2,000 
companies individually and by groups will 
be found in Survey of American Listed Cor- 
porations: Reported Information on Selected 
Manufacturing Groups, New York, Securities 
and Exchange Commission, 1940, two vol- 
umes, processed. Some of the data go back 
four or five years. 

In Proof of the Effectiveness of Industrial 
Advertising, a processed booklet published in 
Philadelphia by the Eastern Industrial Ad- 
vertisers, more than 20 manufacturers pre- 
sent data supporting the general idea that 
industrial advertising pays. 











A.M.A. Notes 


ALBERT HARING 


Secretary 








The spring sessions of the American Mar- 
keting Association were held on May 10 and 
11 at the Commodore Hotel in New York 
City. These meetings had a paid registration 
of 250, the largest spring attendance which 
we have had in recent years. The business 
meeting was held on May 10 at 11:00 A.M. 
and accepted the reports of the Secretary, 
Treasurer and Business Manager of THE 
JOURNAL OF MARKETING. The members 
passed a resolution which directed the sec- 
retary to congratulate the committee for the 


spring sessions upon its excellent program 
and arrangements. As of May g, the Associ- 
ation had 817 names on its membership list. 
1940 dues had been paid for 657 individuals 
and 160 persons had not yet paid their 1940 
dues. The financial statement as of April 30 
is given. 

EXTRA COPIES OF SCHEDULES 

Advice has been received from the De- 


partment of Commerce in Washingron that 
a small surplus supply of schedules used in a 


FINANCIAL STATEMENT 


AMERICAN MARKETING ASSOCIATION 


January 1, 1940-April 30, 1940 


Cash on hand January 1, 1940.. 

Receipts 

Membership Dues 

Royalties. . 

Sale of Individual A.M.A. Journals 

Miscellaneous (Refund from Publicity Committee) 


Disbursements 

JOURNAL OF MARKETING. . 

Clerical... 

Postage. . 

Express, Telephone and Telegrams. . 

A.M.A. Lists 

Printing, Multigraphing and Supplies. e 
Convention Expenses (Philadelphia and New York) 
Miscellaneous 


Unappropriated Balance in Cleveland Trust Co... 


“Objective Fund’*. . 
Total. . 
Cash on Hand January 1, 1940 


Cash on Hand April 30, 1940 


Capital gain for period 


$2,479.18 


60.80 
8.00 


18.00 2,974.77 $5,453.95 


$ 410.00 
100.65 
-95 
1§.00 
93-40 
267.25 
1.00 1,038.25 1,038.25 
$4,415.70 
$3,338.03 
1,077.67 
$4,415.70 
$2,479.18 


4,415.70 


$1,936.52 


* This fund has been established at the instance of Mr. Nathaniel W. Barnes and at present represents Mr. 
Barnes’ initial contribution of $200 and royalties of $877.67 from the sale of ‘“Techniques of Marketing Research.” 
It has been referred to here as the “Objective Fund’’ because, by stipulation, it is to be utilized in the promotion of 
the scientific approach to marketing problems—the underlying odjective of the Association. 
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recent study, ““Marketing Research Activi- 
ties of Manufacturers” is avilable for free 
distribution as long as the supply lasts. This 
schedule is four pages in length and might be 
useful in marketing research class work. Ad- 
dress requests to Nelson A. Miller, Acting 
Chief, Marketing Research Division, De- 
partment of Commerce. 


MARKETING RESEARCH 


Marketing Research Activities of Manu- 
facturers, Market Research Series No. 21, 
April, 1939, is available from the Bureau of 
Foreign and Domestic Commerce, Washing- 
ton, D. C. at a price of 25 cents. This in- 
teresting study is also available through the 
District Offices of the Bureau. 


MARKETING RESEARCH 
IN PROGRESS 


In order to facilitate the receipt of raw 
material for the section on “Marketing Re- 
search in Progress’”’ the Research Editor of 
THE JOURNAL OF MARKETING, J. Harold 
Stehman, requests that you place the name 
of Dr. Reavis Cox, University of Pennsyl- 
vania, Philadelphia, Pennsylvania, on the 
appropriate mailing list to receive notice of 
publications issued by your institution or 
business firm so that he may secure currently 
the material which he will want to revicw for 
each quarterly issue. If a mailing list is not 
maintained for the announcement of com- 
pleted research projects, please remember 
that studies which you desire to have re- 
viewed in the Journal should be forwarded 
to Dr. Reavis Cox. 


MARKETING IN OUR 
AMERICAN ECONOMY 
In view of the commemoration of the 25th 
anniversary of the founding of the parent 
organization of the American Marketing As- 
sociation, the editor of the Annals of the 
American Academy of Political and Social 
Science extended to the members of the 
American Marketing Association the oppor- 
tunity to prepare the May issue of the An- 
nals which is devoted to MARKETING IN 
OUR AMERICAN ECONOMY. 


The titles of the articles in this volume 
and the contributors are: 


The Consumer—His Wants and Income, by Wroe 
Alderson, Curtis Publishing Co., Philadelphia, Pa. 

Consumption—The End Result of Marketing, by 
Roland S. Vaile, University of Minnesota, Minne- 
apolis, Minn. 

The Amplitude of the Marketing Task, by Hugh B. 
Killough, Brown Univ., Providence, R. I. 

The Competitive Struggle for Market Control, by David 
R. Craig, American Retail Federation, Washing- 
ton, D. C. 

The Manufacturers’ Marketing Problem, by Edwin B. 
George, Dun & Bradstreet, New York, N. Y. 

Wholesaling and the Wholesaler, by Albert Haring, 
Indiana University, Bloomington, Ind. 

Retailing—Large-scale and Small, by Malcolm D. 
Taylor, University of North Carolina, Chapel Hill, 
Pe. 

Integrated Marketing Institutions, by William W. 
Girdner, Melville Shoe Corp., New York, N. Y. 
The Advertising and Selling Process, by Harry R. 

Tosdal, Harvard University, Boston, Mass. 

The Management Function in Marketing, by Donald 
R. G. Cowan, Swift & Co., Chicago, III. 

Strategies and Policies in Marketing, by Paul T. Cher- 
ington, 2 Wall Street, New York, N. Y. 

Pricing Processes and Policies, by Corwin D. Ed- 
wards, Dept. of Justice, Washington, D. C. 

Costs and Profits in Marketing, by Nathanael H. 
Engle, U. S. Dept. of Commerce, Washington, 
Dp. ©. 

Criteria of Marketing Efficiency, by Theodore N. 
Beckman, The Ohio State University, Columbus, 
Ohio. 

Consumer Standards in Marketing, by D. E. Mont- 
gomery, U. S. Dept. of Agriculture, Washington, 
me oe 

Employment, Wages and Labor Relations in Marketing, 
by P. D. Converse, University of Illinois, Urbana, 
ll. 

Training and Education for Marketing, by Paul H. 
Nystrom, Columbia University, New York, N. Y. 

Marketing Legislation, by Ewald T. Grether, Univer- 
sity of California, Berkeley, Calif. 

Barriers to Marketing Progress, by John H. Cover, 
National Resources Planning Board, Washington, 
DB. <. 

Marketing Research and Scientific Marketing, by 
Wilford L. White, Bureau of Foreign and Domestic 
Commerce, Washington, D. C. 

Marketing in the World of Tomorrow, by Charles F. 
Phillips, Colgate University, Hamilton, New York. 


Membership in the American Academy is 
open to members of the American Marketing 
Association upon payment of a $5.00 fee 
which entitles the member to the six bi- 
monthly issues of The Anna/s and other priv- 
ileges of the American Academy. Single cop- 
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ies of this issue may be secured by non- 
members of the American Academy at $2.00 
in paper, or $2.50 in cloth binding. 

Orders for the May issue of The Annals 
may be placed with the secretary of the 
American Academy at 3457 Walnut Street, 
Philadelphia, Pennsylvania. 

NEWS ITEMS 

Dr. N. H. Comish, Professor of Business 
Administration in the University of Oregon, 
is offering two courses in Distribution in the 
1940 Summer Session of the University of 
Utah. 

The Fourth Conference of the Oregon 
Retail Distributors’ Institute, organized by 
Professor N. H. Comish, was held on the Uni- 
versity of Oregon campus, April 8, 1940. 
Topics discussed included how to make the 
merchant a better advertising man, a better 
merchandising man, a better controller, a 
better superintendent and managerial uses 
of stock control systems in Oregon stores. 

The Business Administration Section of 
the Southwestern Social Science Association 
was held on March 22 and 23 under the 
chairmanship of Professor Karl D. Reyer of 
Louisiana State University, University, 
Louisiana. Professors John H. Frederick of 
the University of Texas, Pearce Kelley of 
the University of Arkansas, Fayetteville, 
Perham C. Nahl, Oklahoma A. and M. Col- 
lege, Stillwater, George Seferovich, Loyola 
University of the South, New Orleans, Floyd 
L. Vaughan, University of Oklahoma, Nor- 
man, and Dr. Nathanael H. Engle of the 
Department of Commerce were A.M.A. 
members who appeared on the program 
while a number of other members attended. 

COMMITTEES 

The following committees have been ap- 
pointed by President Cowan for 1940: 

Executive Committee: Donald R. G. Co- 
wan, Swift & Co., Chicago, Illinois; Na- 
thanael H. Engle, 3850 Commerce Building, 
Washington, D. C.; Albert Haring, Indiana 
University, Bloomington, Indiana. 

Nominating Committee: J. L. Palmer, Mar- 
shall Field & Co., Chicago, Illinois; Nathan- 
ael H. Engle, 3850 Commerce Building, 


Washington, D. C.; Nelson H. Seubert, 
Media Records, 354 Fourth Ave., New York 
City. 

Local Chapters: Frank Coutant, Pedlar & 
Ryan, 250 Park Avenue, New York City; 
Nelson H. Seubert, Media Records, 354 
FourthAve., New'York City; C. C. Chapelle, 
H. W. Kastor & Son, 360 N. Michigan, Chi- 
cago; William A. Sturm, Calif. State Cham- 
ber of Commerce, San Francisco; W. E. Jost, 
Braun & Co., 430 Edison Bldg., Los Angeles; 
Burton E. Ebert, R. D. No. 1, Malvern, 
Pennsylvania; David R. Craig, Am. Retail 
Federation, 1627 K. Street, N. W., Wash- 
ington D. C.; Edmund D. McGarry, Uni- 
versity of Buffalo, Buffalo, New York; Ross 
M. Cunningham, Mass. Inst. of Technology, 
Cambridge, Mass. 

Program Committee: Donald R. G. Cowan, 
Swift & Co., Chicago, Illinois; Lyndon O. 
Brown (Dec.) Northwestern University, 
Chicago, Illinois; Victor H. Pelz (May), 
General Foods Sales Co., Postum Building, 
New York City. 

Audit Committee: J. J. Martin, Henri, 
Hurst & McDonald, Inc., 520 N. Michigan, 
Chicago, Illinois; Leon A. Bosch, North- 
western University, Evanston, Illinois. 

Professional Status: Ferdinand C. Wheel- 
er, Assn. of Food Distributors, 100 Hudson 
Street, New York City; Paul T. Cherington, 
McKinsey & Company, 2 Wall St., New 
York City; Hugh E. Agnew, New York 
University, Washington Square East, New 
York City. 

Membership Committee: A. B. Gunnarson, 
U. S. Chamber of Commerce, Washington, 
D. C.; Alvah B. Wheeler, McGraw-Hill Pub- 
lishing Co., 16 S. Broad St., Philadelphia, 
Pennsylvania; Albert Haring, Indiana Uni- 
versity, Bloomington, Indiana; Howard 
Whipple Green, 1001 Huron Road, Cleve- 
land, Ohio; and the Membership Chairmen 
of Local Chapters. 

Teaching Materials: D. M. Phelps, Uni- 
versity of Michigan, Ann Arbor, Michigan; 
C. H. Sandage, Miami University, Oxford, 
Ohio; Donald Hobart, Curtis Publishing 
Co., Independence Square, Philadelphia, 


Pennsylvania; James R. Hawkinson, North- 
western University, Evanston, Illinois; John 
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C. Spurr, McGraw-Hill Publishing Co., Phil- 
adelphia, Pa.; Alfred T. Falk, Adv. Federa- 
tion of America, 330 W. 42nd Street, New 
York City; Harry A. Mitchell, Tulane Uni- 
versity, New Orleans, Louisiana; H. R. 
Wellman, University of California. 
Definitions Committee: R. S. Alexander, 
School of Business, Columbia University, 
N. Y. City; Chales F. Phillips, Colgate Uni- 
versity, Hamilton, New York; W. H. S. 
Stevens, Bureau of Statistics, Interstate 
Commerce Commission, Washington, D. C.; 
John Albright, Bureau of the Census, Com- 
merce Building, Washington; George R. Col- 
lins, New York University, Washington 
Square East, New York City. 
Publications: Roland S. Vaile, Univ. of 
Minnesota, Minneapolis, Minnesota; Ewald 
T. Grether, University of California, Berke- 
ley, California; Robert N. King, B. B. D. 
& O., 383 Madison Avenue, New York City. 
Placement Committee: Albert Haring, Indi- 
ana University, Bloomington, Indiana; John 
F. Mee, Indiana University, Bloomington, 
Indiana; S. F. Townsend, Business Research 
Corp., 79 W. Monroe, Chicago; J. R. Doub- 
man, University of Pennsylvania, Philadel- 
phia, Pa.; and Placement Officers of Local 
Chapters. 
Local Arrangements (December Meeting): 
C. H. Sundberg, The Branham Co., 360 N. 
Michigan, Chicago, Illinois. 


Significant Current Trends in Marketing: 
Fred E. Clark, Northwestern University, 
Evanston, Illinois; T. N. Beckman, Ohio 
State University, Columbus, Ohio; P. H. 
Nystrom, Columbia University, Spring Val- 
ley, New York; H. E. Erdman, University 
of California, Berkeley, California; H. R. 
Tosdal, Harvard University, Soldiers Field, 
Boston, Mass.; Paul T. Cherington, Mc- 
Kinsey & Company, 2 Wall Street, New 
York City; L. D. H. Weld, McCann- 
Erickson, Inc., 285 Madison, New York 
City; E. T. Grether, University of Califor- 
nia, Berkeley, California. 

Use of Income Classification Committee: 
L. D. H. Weld, McCann-Erickson, Inc., 285 
Madison, New York City; Chester Haring, 
Hooper-Holmes, Inc., 102 Maiden Lane, 
New York City; Wroe Alderson, Curtis Pub- 
lishing Co., Independence Square, Philadel- 
phia, Pennsylvania; Everett R. Smith, 122 
East 42nd Street, New York City; Wilford 
L. White, Department of Commerce, Wash- 
ington, D. C. 

Motion and Slide Pictures: Malcolm D. 
Taylor, Box 101, Chapel Hill, North Caro- 
lina; LeRoy B. Steele, E. I. duPont de Ne- 
mours & Co., Inc., Wilmington, Delaware; 
Dale Houghton, New York University, 


Washington Square East, New York City; 
Howard T. Hovde, University of Pennsyl- 
vania, Philadelphia, Pennsylvania. 
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HE AMERICAN STATISTICAL ASSOCIATION is an organiza- 

Th © tion of persons interested in the application of statistical 

methods to practical problems, in the development of 

more useful methods, and in the improvement of basic 

A : statistical data. Its membership includes more than 2,200 

m e r 1 Cc a n statisticians, research directors, economists, business execu- 
tives, government officials, and university professors. 


~~ a 
S t a t 1 = t 1 Cc al Meetings: The annual meeting of the Association is held 


in the last week of December. Meetings are held at fre- 
e . quent intervals by chapters in Albany, New York; Austin, 
Association Texas; Boston; Chicago; Cincinnati; Cleveland; Connecti- 

cut; Detroit; Harrisburg, Pennsylvania; the Lehigh Valley; 
Madison, Wisconsin; New York City; Philadelphia; Pitts- 
burgh; San Francisco; and Washington, D.C. 











The Journal: The Association publishes quarterly the 
Journal of the American Statistical Association which car- 
ries scientific articles and reports on new developments in 
the use of statistics in various fields. It contains an extensive 
book review section. The Journal is indispensable to anyone 
who wishes to keep in touch with the progress of statistics 
and research. 


Membership: Membership dues are $5.00 a year, includ- 
ing a subscription to the Journal and to the American Sta- 
tistical Association Bulletin. Information about the Associa- 
tion’s activities and membership application forms may be 
secured from the Secretary, Frederick F. Stephan, 1626 K 
Street, N.W., Washington, D.C. 























